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DISCUSSION OF BUDGET BUREAU CIRCULAR A-47 AND 
THE RELATED POWER PARTNERSHIP PRINCIPLE 


TUESDAY, MARCH 15, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Washington, D. C. 

The committee met, pursuant to call, at 10 a. m., in the committee 
room, New House Office Building, Hon. Clair Engle (chairman) 
presiding. 

The CHarrMan. The House Committee on Interior and Insular 
Affairs will be in order. This is the regular meeting day of the com- 
mittee. The Chair desires to make an announcement. 

The Senate committee has contacted the chairman with respect to a 
hearing by a subcommittee on Hells Canyon in Idaho and Oregon 
during the Easter recess and has invited the participation of the mem- 
bers of this committee. The Chair informed the chairman of the 
Senate committee that members of this committee would be authorized 
to go to sit with the members of the Senate committee in the event such 
hearings are arranged. Tentatively those hearings have been arranged 
for the 5th, 6th, and 7th of April at 3 separate places in Idaho and 
Oregon, the details of which will be available to the committee at a 
later time. In the meantime the Chair wanted to call the attention 
of the members to the possibility that such hearings would be held in 
order that any member desiring to attend could contact the Chair and 
so indicate their intentions. 

Dr. Mitter. May I say something in connection with that, 
Mr. Chairman? 

The CHarrMan. The gentleman from Nebraska. 

Dr. Mituer. | believe you are talking about hearings with regard 
to Hells Canyon. 

The CHAIRMAN. Yes. 

Dr. Mruter. This matter has been before the Federal Power 
Commission, I believe, for quite some time. I am wondering if the 
committee can find justification for going up and holding 2 or 3 days 
of hearings in an attempt to make a finding on a purely political basis 
on the question that the Power Commission has worked on for a 
couple of years. I am wondering what the object of such hearings 
might be. 

We had Hells Canyon up in the 82d Congress, and the committee 
by a big vote postponed holding hearings. Twice under the Demo- 
cratic administration of President Truman the authorization of the 
high Federal dam was denied. 

I am wondering if we are attempting to interfere with court decisions 
or whether this is a political trip. I am very blunt about it because 
I can see nothing that can be accomplished by the committee studying 
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for 2 or 3 days the situation that the Federal Power Commission has 
worked over a couple of years. 

The Cuarrman. Let the Chair say, this committee has no juris- 
diction over the Senate committee. The Senate committee can do 
as it pleases. The Senate committee is going out to Hells Canyon 
and hold hearings, and the chairman of the Senate committee wrote 
to your chairman and invited the participation of the members of this 
committee. Now if this committee in its wisdom sees fit to say the 
members of this committee should not go and committee funds should 
not be spent for that purpose, of course, that will be binding upon 
the Chair. 

We have other business this morning, and may we refrain from get- 
ing into a row over Hells Canyon at this time, and we will take up this 
matter next week, if the gentleman will put off until that time, when 
we have more specific information with respect to what the Senate com- 
mittee intends to do. 

Dr. Miuuer. I justed wanted to protect 

Mr. Buper. Will the gentleman yield? 

Mr. Mercaur. Mr. Chairman? 

The CHarrMAN. The gentleman from Montana is straining at the 
leash to get into this controversy, and the gentleman from Idaho is 
straining at the leash, and the Chair is trying to keep all controversy 
subsided until we can get into the matter before the committee. Next 
week we can have all the controversy we need. 

Mr. Bunce. I have an inquiry. Will there be a meeting of the full 
committee next week at which time this matter can be taken up? 

The CuarrMan. There is a regular meeting of the full committee 
every Tuesday. 

Mr. BupcGe. May I have the Chair’s assurance it will be taken up 
at the next meeting and then dispense with it now? 

The CHarrMAN. Let me assure the gentleman we will take it up. 

Mr. Buper. Thank you. 

The Cuarrman. The Chair addressed a letter to Mr. Rowland 
Hughes, Director of the Budget, with respect to Cireular A-47, which 
was under discussion before this committee when the representatives 
of the National Reclamation Association appeared here. The letter 
to Mr. Hughes was dated March 7, 1955, and without objection it will 
be made a part of the record at this point, and the Chair will summarize 
the contents of it. 

Without objection, it is so ordered. 

(The letter referred to follows: ) 

CoMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
HovusE oF REPRESENTATIVES, WASHINGTON, D. C., 
March 7, 1965. 
Hon. RowiLanp HvuGHEs, 
Director, Bureau of the Budget, Washington, D. C. 


Dear Mr. HuGues: The House Interior and Insular Affairs Committee is 
concerned as to whether the instructions set out in Budget Circular A—47, relating 
to projects for development of our Nation’s water resources, is in the best interest 
of this important national program. There are many of us who feel that you 
cannot take the banker’s approach in developing reclamation projects; but, on 
the other hand, the reclamation program is indispensable to the expansion and 
strengthening of our national economy. 

The committee also has questions relating to the so-called partnership program 
mentioned by the President in his state of the Union and budget messages. 
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The committee has set aside March 21, 22, and 23, to discuss the implications 
of Budget Circular A—47 and the related power partnership approach. I have 
asked Secretary McKay to appear before the committee on March 21. I would 
appreciate it very much if you could discuss this matter with us on March 22, 
beginning at 10 a. m. 

I will be a little more specific about the matters we wish to talk aver with you. 
The committee would like to know, in general terms, the effect of the application 
of Budget Circular A—47 upon the reclamation program and, in specific terms, 
the effect upon the scores of projects which are being investigated with funds 
authorized by the Congress. The committee would like to determine whether, 
by the instructions set out in Budget Circular A—47, the executive branch is not, 
in fact, establishing policy by Executive direction rather than implementing the 
policies established by the Congress. In addition, the committee has many 
questions relating to the so-called partnership approach. There is some question 
as to whether this approach, as it is being applied, is in the best interest of all the 
people of the United States. 

Because of the nature of these problems they must be discussed at the highest 
level in the Government, and for that reason we are requesting your personal 
attendance in order to get an authoritative statement on them. 

Sincerely yours, 
CuairR ENGLE, 
Chairman. 


The CHarrMAN. Now in the letter to Mr. Hughes the Chair stated 
that our committee had been concerned about the effect of Budget 
Circular A—47, relating to projects for development of our Nation’s 
water resources, and as to whether or not the provisions of that 
circular were in the best interests of the country. The letter raised 
certain specific questions with respect to the circular as to whether 
or not it laid down new and unauthorized policies for reporting on 
reclamation projects. Because of the nature of the problems involved 
we requested the presence of the Director of the Budget, Mr. Hughes, 
who is here this morning and who has, I believe, a short prepared 
statement consisting of six pages. 

Without objection, Mr. Hughes will be permitted to read the 
statement without interruption and then we will ask him some 
questions. Is there objection? 

Mr. Bupar. May I make one inquiry? 

The Cuarrman. Mr. Budge. 

Mr. Bupae. Does this committee now have pending before it any 
legislation which has been referred to it which involves the so-called 
partnership policy? It is my understanding that the Committee on 
Public Works has some such bills, and I wonder if any are pending 
before this committee. 

The CuarrMaNn. The Chair has to regretfully inform the gentleman 
from Idaho that that nefarious scheme has been proposed with refer- 
ence to the Trinity project in northern California, of which the 
chairman has the privilege of being the author, and that bill is pres- 
ently pending before this committee and we hope will be heard very 
shortly. 

Without objection, we will proceed to listen to Mr. Hughes read his 
statement without interruption. 

Mr. Hughes, we are very happy to have you here this morning, and 
we are glad you accepted our invitation and came personally for a 
discussion of this important matter. 
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STATEMENT OF ROWLAND HUGHES, DIRECTOR, BUREAU OF THE 
BUDGET; ACCOMPANIED BY CARL H. SCHWARTZ, JR., CHIEF, 
RESOURCES AND CIVIL WORKS DIVISION, BUREAU OF THE 
BUDGET, AND FLOYD PETERSON, ASSISTANT CHIEF, RESOURCES 
AND CIVIL WORKS DIVISION, BUREAU OF THE BUDGET 


Mr. Hueues. Thank you, Mr. Chairman. I have with me Mr. 
Carl Schwartz, who is head of the Division of Resources and Civil 
Works, and his assistant, Mr. Peterson. 

Mr. Chairman and members of the committee: 

You have asked me to appear before the committee today to dis- 
cuss Budget Circular No. A-47 with respect to its relationship to the 
development of the Nation’s water resources and to the reclamation 
program. 

At the outset I would like to emphasize that the administration 
supports the reclamation program and will carry it forward. The 
President’s endorsement of the upper Colorado project is clear evi- 
dence of our intentions. The Federal Government has contributed 
its share of the costs to navigation and flood control as being in the 
national interest. We also believe in Federal participation in recla- 
mation. We are, however, opposed to doing this by such indirect 
means as the so-called interest component or the continued lengthen- 
ing of the repayment period. Such indirect means lead to differences 
of opinion as to the actual cost to the Federal Government. The im- 
portant problem facing us in the revision of A—47 is a proper pre- 
sentation of the facts in order to correctly judge what should be the 
Federal Government’s contribution. 

I should like to point out that the present Circular A—47 was issued 
on December 31, 1952. There are some aspects of Circular A—47 with 
which we agree, but it will require considerable revision to reflect the 
views of this administration. It has been generally known that a 
reexamination of the standards of this circular is under way. There 
has been no secret that we are making a reexamination. A draft of 
the revised Circular A—47 has been sent to the agencies for their con- 
sideration and suggestions with the clear understanding that as yet ~ 
there has been no decision by the Bureau of the Budget or by the 
President with regard to the content of the circular. The final 
provisions of the circular will take into account the many comments 
and suggestions received, both within and outside the executive 
branch. 

We realize, of course, that the most the final document can do is to 
provide the guidelines and standards which are absolutely necessary 
for making better decisions in the difficult process of selecting projects 
to be recommended for authorization. No one could hope to be wise 
and informed enough to devise a fixed formula that would always 
give the answer under every circumstance. 

The President fully recognizes that water is one of our most im- 
portant natural resources. In the establishment of his Advisory 
Committee on Water Resources Policy (which I shall comment on 
later), the President said: 

The conservation and use which we make of the water resources of our Nation 
may in large measure determine our future progress and the standards of living of 
our citizens. If we are to continue to advance agriculturally and industrially we 
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must make the best use of every drop of water which falls on our soil, or whicl 
can be extracted from the oceans. It is my desire that this administration furnish 
effective and resourceful leadership in establishing national policies and improving 
the administrative organization needed to conserve and best utilize the full 
potential of our water resources. 

The President has also emphasized the importance of State, local, 
and private responsibility, as well as Federal responsibility, in carry- 
ing out with maximum efficiency the needed development of our 
natural resources. In his 1956 budget message, the President said: 

To the greatest extent possible, the responsibility for resource development, 
and its cost, should be borne by those who receive the benefits. In many instances 
private interests or State and local governments can best carry on the needed 
programs. In other instances Federal participation or initiative may be necessary 
to safeguard the publie interest or to accomplish broad national objectives, where 
projects because of size or complexity are beyond the means or the needs of local 
publie or private enterprise. 

I am thoroughly in accord with the President’s viewpoint as ex- 
pressed in the two quotations above. I have discussed these matters 
with him on a number of occasions. 

The President’s Advisory Committee on Water Resources Policy 
was established because of the complex policy problems involved i 
the water resources area, and the need for wise and consistent seen? 
ards. This committee is making a careful review of existing policies, 
both those established by law and those established by administrative 
action, an. will shortly make recommendations to the President 
regarding national water policy. The Commission on Organization 
of the Executive Branch of the Government is also expected in the 
rear future to report to the Congress and to the President its recom- 
mendations relatmg to organization and policy for water resources 
programs. 

While the administration, therefore, is not ready at this time to 
make specific recommendations to the Congress, the President is con- 
cerned with the need for improvements in national water policy and 
for the establishment of sound standards to guide Federal agencies 
and to encourage partnership arrangements with State and local 
interests in the development of the Nation’s water resources. As 
soon as decisions can be reached in the executive branch on any 
specific legislative recommendations, they will be presented to the 
Congress. 

While we do not maintain that Circular A—47 should be retained 
in its present form, we recognize the need for some such circular as a 
tool to guide the executive departments and agencies in pre paring 
recommendations on water resources projects. Such a circular is also 
needed to assist the Executive Office in its review to assure that the 
recommendations submitted to the Congress fully set forth the policies 
of the President. Just as in the case of the annual budget recom- 
mendations, Executive Office review of project proposals under uni- 
form standards should be of assistance to the Congress in its con- 
sideration of executive agency recomme ndations. 

I think that at this point it might be helpful if I summarize briefly 
the developments which, | understand, led the previous administra- 
tion to issue Circular A-47. I cannot, of course, speak from firsthand 
information on this point. 

In 1943 the President issued Executive Order 9384. This Execu- 
tive order requires submission to the Bureau of the Budget of reports 
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on public works and improvement projects for advice as to the 
relationship of the proposed project to the program of the President. 
It also requires Federal agencies submitting reports to the Congress 
to include a statement of the advice received from the Bureau of the 
Budget. 

As the review of project reports by the Bureau of the Budget pro- 
ceeded under Executive Order 9384, and as the Bureau considered 
from year to year the recommendations of the agencies for annual 
appropriations to initiate and to carry on water resources projects, a 
number of serious problems arose involving Federal objectives and 
policies. For example, it was found that the various Federal agencies 
applied different standards for appraising the benefits and costs of 
water resources projects. Consistent principles were not applied in 
deciding what purposes should be included in a multiple-purpose 
project or how the joint costs of the project should be allocated among 
the various purposes. The standards for cost sharing and for reim- 
bursement differed widely between projects and between agencies. 

It was, of course, recognized that the lack of consistent standards 
stemmed in part from differences in basic law under which the various 
agencies operate. But it was generally agreed that there was need for 
a clear statement of the standards and considerations, worked out 
with the cooperation of the affected agencies, which would be taken 
into account by the Executive Office of the President in reviewing 
project reports. Budget Circular A-47 was issued to fill this need. 
It sought to draw together certain of the existing policies which had 
been set forth from time to time in Executive Office action on project 
reports, and to develop modified standards wherever appropriate. 

Attention should be called to the fact that while Circular A-47 may 
be useful as a guide to the agencies, it does not determine the recom- 
mendations of the agencies to the Congress regarding authorization 
of water resources projects, nor does it change any of the requirements 
of existing law. As stated in paragraph 4 of the circular: 


This circular shall not be regarded as requiring an agency to submit a report 
which is contrary to its views. 


Paragraph 4 also states: 


The standards and procedures set forth in the circular shall not be regarded as 
authorizing any deviations from general or specific requirements of law. When- 
ever a report or budget estimate varies from such standards or procedures because 
of a requirement of existing law, the variation shall be indicated and reference 
made to the section of law imposing such requirement. 


In transmitting circular A-47 to the agencies, the then Director’s 
letter of December 31, 1952, described the purposes of the circular in 
the following words: 


* * * it is hoped that, within the framework of existing general provisions of law, 
the circular will encourage the adoption of more uniform agency policies and 
standards, and that it will give the agencies a better basis for presenting all the 
pertinent information which has a bearing on the merits of proposed projects. 
Also, since most project reports submitted to the Bureau become the basis for 
proposed legislation, it is believed that issuance of the circular will be helpful in 
pointing up specific policy areas which may require special attention by the 
President and by the Congress. 


In the field of water resources, as in other areas, this administration 
is at all times desirous of receiving from the Congress any ideas or 
suggestions which will assist us in making sound recommendations 
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regarding project reports which are submitted to the Congress for 
authorization. Under our form of government, the President, as the 
head of the executive branch, has the responsibility for recommending 
to the Congress changes in legislation on policies affecting Federal 
programs. The Congress will, of course, in its action on legislation, 
make the final decisions. 

The CHarrMan. Thank you, Mr. Hughes, for that statement. 

I observe that you say that this is not as yet a formal position of the 
Bureau of the Budget, that it is a draft which is being circulated for 
the comments of the various departments. But inasmuch as the cir- 
cular emanates from your agency, I assume that it has substantial 
approval there or it would not have been drafted in the form in which 
it appears. And I am glad that it is not in final form. 

Mr. Huaues. May I comment on that? 

The CHarrMAan. Yes. 

Mr. Huaues. As I told you over the telephone, the paper which 
we have now is by no means a final approved document. ‘There are a 
lot of things in it that we feel will be necessary. There are a lot of 
other places, in fact the whole document, where we are entirely open 
for suggestions, and partic ‘ularly with regard to any decisions of the 
President’s Advisory Committee on Water Resources Policy, or any 
other place that makes comments on these proposals. 

The CHarrmMan. On the other hand, it does represent the considered 
opinion of somebody in your agency or it would not have been reduced 
to writing. Is that not true? 

Mr. Huaues. That is right, sir. It represents the considered 
opinion of our staff, of the various advisers we have had, of the various 
comments from the members of the staff of the departments, and on 
that basis it is set out for consideration and discussion. 

The CuHarrMan. Yes, and I assume there will be somebody down 
in your agency prepared to argue the merits of these recommendations 
with the agency that should disagree with them. Is that true? 

Mr. Huauss. I expect so, but not until we make a final decison 
will it be a proposal that has anything more than a discussion status. 

The CHarrRMAN. I understand that, but what it boils down to is 
that unless somebody changes your mind it is going to be the policy 
of the Bureau of the Budget. 

Mr. Huaues. No, I would not say that, sir. 

The CuarrmMan. Let’s understand my question. I said unless some- 
body changes your mind it will be the policy of the Bureau of the 
Budget. 

Mr. Hueues. No, because we have not made up our minds on that, 
sir. We have not all the evidence in as yet. 

The CHatrMan. All right. Somebody down there wrote it, and it 
has been put out under the seal and signature of the Bureau of the 
Budget. We are glad we can catch it unhatched at this moment, and 
we may be able to destroy it in the shell. 

Mr. Hucues. [hope not. We consider it a worthy job for consider- 
ation. Put it that way, sir. 

The CHarrMan. We are sorry to disagree with you on that. 

There are three points I want to make about this and I will discuss 
them in order. 

Mr. Hosmer. Mr. Chairman, are you speaking for the committee 


? 


when you say “we,” or yourself, or the Democratic Party? 
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The CuHarrMAN. That is the editorial ‘‘we.” I certainly cannot speak 
for the committee because the committee has not taken any action on 
it. Although I suspect there are some gentlemen on the gentleman’s 
side of the aisle who do not agree with this piece of literature either. 

Dr. Miutuer. Will the gentleman yield? 

The CHAIRMAN. Yes. 

Dr. Miuuer. I must remind you it was the previous administration 
who issued the order. This administration has seen wise to review 
that and come up with the changes. It has been in effect more 
than 2 years. So you abuse the former administration, Mr. Michael 
Straus and Mr. Chapman and the folks who were heading up the pro- 
gram at that time. It might have been issued just possibly to cause 
a little political embarrassment in the last days of the Truman ad- 
ministration. 

I want the gentleman to be very charitable and to have the milk 
of human kindness in his soul as he looks over the reasons this order 
was issued on the 31st of December 1952, and not to quarrel with Mr. 
Hughes who was not in the Budget Bureau then. Mr. Michael 
Straus, who is in the back of the room now, was in the Bureau. I 
understood there was a little collusion at that time between the out- 
going officials as to whether this order should be issued, that it might 
be of political embarrassment to the party that was about to take over 
the reins of Government. 

I thank the chairman for yielding. 

The CHarrman. Let the Chair suggest to the gentleman that a 
vicious policy, wherever it originates, should be stopped. 

Dr. Miuurr. Yes. 

The CuatrMan. And as far as western reclamation is concerned, 
that those of us interested in continuing reclamation want to continue 
it on a sound basis. As I said to Mr. Hughes when he made some 
remark about this A—47 originating back in the preceding administra- 
tion, that does not make it right. 

Further than that, the Chair would say that it appears to him there 
are certain new changes which have been sponsored in the current 
proposal which did not exist in the preceding one. 

However, the Chair wants to suggest that if we deal with this 
matter objectively aad not politically, we will probably get a lot 
further along. 

Mr. Dawson. Will the chairman yield to me? 

The CuartrMan. I will be glad to yield. 

Mr. Dawson. In view of the fact that the gentleman speaking was 
nominated on both tickets, it would indicate that his attitude is fair 
and impartial and you are not condoning what has been done by 
either party. 

The CHarrMan. Yes. If I hear very much of this, J] am going to 
bring up here my certificate of nomination on the Republican ticket. 
{[Laughter.] 

Mr. Hosmer. Will the chairman yield? 

The CuarrMan. Yes, I will be glad to. 

Mr. Hosmer. It is my understanding from Mr. Hughes’ statement 
that the draft circulated was not a proposal but a framework for a 
discussion. 

The CHAIRMAN. It may be, but we want to tear down the frame- 
work if that is what it is. 
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Mr. Bunge. Mr. Chairman? 

The Cuarrman. Let the Chair continue to make his statement, aad 
then the Chair will yield to anybody who wants him to. 

It is the Chair’s opinion that there are certain people in this Nation 
who want to destroy reclamation. They want to destroy it, they 
want to tear off the roof, tear down the siding, tear up the floor and 
obliterate the foundation. In short, reclamation in this country is to 
be divided into three parts: The one-third liquidated, one-third turned 
over to Army engineers, one-third turned over to the Department 
of Agriculture. And the Bureau of Reclamation and its func tions as 
historic ally known in this country for 50 years would cease to exist. 
It is our view that this A-47, if applied in its present form, will destroy 
reclamation. 

Mr. Epmonpson. Will the Chair yield on that, now? 

The CHAIRMAN. Yes. 

Mr. Epmonpson. Is that the proposal of A-47 of December 1952 
or of the revised A—47 of the present Administration? 

The CuatrMan. That is the A-47 which was circulated by the 
Bureau of the Budget and on which Mr. Hughes has just testified. 

Mr. Epmonpson. I take it you are speaking about the revised A—47 

The CHarrMan. That is correct; 1 am speaking about this one 
with its new amendments. 

Now the Chair— 

Mr. Sartor. Mr. Chairman? 

Mr. Hosmer. Will the Chair yield? 

Mr. Sartor. A parliamentary inquiry. 

The Cuarrman. Let the Chair ask a question first. This was all 
preliminary. 

Mr. Hosmer. Will you yield for—— 

Mr. Sartor. Then I want a parliamentary inquiry. Where is 
this thing we are talking about? I mean, it is all right if the Chair 
is one of those soothsayers who knows all about all things, but if we 
are going to have a hearing here on something which we have had 
people come up here to testify about, I think the members of the 
committee should have the benefit of having it. 

The CuarrmMan. Let the Chair ask if we have sufficient copies of 
A-47 in its revised draft. We have a few of them, and the Chair will 
be glad to make available to the gentleman the one he has. 

Mr. Hosmer. Will the Chair yield for a question? 

The CHaArrRMAN. Yes. 

Mr. Sartor. Wait a minute. 

Mr. Hosmer. What is the new amendment to which the Chair 
refers? Is that in the draft? 

Mr. Saytor. Just a minute. Before we get any further 

Mr. Hosmer. A point of order, Mr. Chairman. I have a question 
pending. 

Mr. Sartor. I had my parliamentary inquiry here, and I have 
just seen this. Now I am handed a statement which says: 

Executive Office of the President, Bureau of the Budget. Draft—adminis- 
tratively restricted to official use within the executive branch, November 24, 1954. 

Now if this is a restricted document for use only within the execu- 
tive branch, I think we are entitled to know where the Chair got it, 
because I have been under the impression we are members of the 
legislative branch. 
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Mr. Epmonpson. Mr. Chairman, may I 

Mr. Hosmer. A point of order, Mr. Chairman. 

Mr. Saytor. I have a parliamentary inquiry pending. 

The CuairmMan. The Chair recognizes the gentleman from Cali- 
fornia. 

Mr. Sartor. Is my parliamentary inquiry being answered? 

Mr. Hosmer. It is unanswered. That is my point of order. 

The CuarrMaNn. The executive branch is a big outfit, the Chair 
will inform the gentleman from Pennsylvania, and matters circulating 
in the executive branch are pretty well known throughout the United 
States unless they are marked ‘‘Secret’’ or “Confidential.” 

Now the gentleman from California. 

Mr. Hosmer. My point of order was the fact that the question of 
the gentleman from Pennsylvania had not been answered, and it has 
been answered. I will say in passing, I do not think adequately. 

The CuHarrman. The Chair would like to ask a couple of questions 
of the witness, and then we can get into a discussion of this matter. 

The first question is whether or not the witness can name any 
project now under consideration and study by the Bureau of Rec lama- 
tion which would qualify for authorization under the present terms 
of the Bureau of Budget standards in the A—47 now in circulation to 
which he referred in this statement. 

Mr. Hucues. Mr. Chairman, in the first place, I must emphasize 
again that, naturally, no test of any kind has been used on this matter 
for discussion and suggestion which was sent around. It is not a 
proposed «raft in the sense of being a draft for adoption. It is not 
in any sense a document which has had consideration and review at 
the top level. It is a matter for obtaining the very best suggestions 
and ideas that can be obtained by those who might have something 
to offer in connection with it so that a final decision can be made. 
It is not the kind of a document that apparently you have in mind. 

The Cuarrman. Mr. Hughes, can you say whether or not any 
project built by the Bureau of Reclamation in the last 50 years would 
qualify under this A-47? ; 

Mr. Huaues. I do not know. I have made no such examination 
nor discussion of it at that point. It is not in that stage as yet. 

The Cuarrman. Do you mean to say that the people in your agency 
set up a document which is to set the sts saline for reporting and 
authorizing reclamation projects, and yet vou cannot name one single 
project ever built by the Bureau or currently under consideration that 
would qualify for construction under the standards set in that 
document? 

Mr. HuGues. Mr. Chairman, I did not say that. I say I have not 
made a study of it. I do not know of any because I have made no 
study of it. It is notin that form. It is not that kind of a provision. 
It has not come up to us on that basis. 

Mr. Bunge. Mr. Chairman. 

The Cuarrman. The Chair will yield in just a minute. Let the 
Chair pursue his course of questioning. 

Mr. Buper. I have an inquiry which I think is proper. 

The Cuarrman. If it is a parliamentary inquiry, it can be made. 
Otherwise the Chair refuses to yield. 

Mr. Bupae. I would like to make this inquiry. 

The CuarrMan. Is this a parliamentary inquiry? 
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Mr. Bunge. I think so. I am wondering just what this committee 
has been called upon here to consider. Apparently the chairman is the 
only person on the committee who has a copy of this proposed 
‘nefarious’ document. I doubt it is proper for the Chair to proceed 
unless the other members of the committee are informed as to just 
what we are discussing. 

Mr. WestTLAND. I concur. 

The CuHatrRMAN. The Chair is surprised that the gentleman from 
Idaho does not know about this circular. 

Mr. Bupae. I have never seen it and I doubt any member of the 
committee has except the chairman. 

The CuartrMan. Which was the subject of very vigorous complaint 
by the National Reclamation Association when it appeared before this 
committee. 

Mr. Epmonpson. A parliamentary inquiry. 

The CHarrMan. Yes. 

Mr. Epmonpsow. Is the length of the document such that it would 
not be possible to have someone read it so the committee would have 
the opportunity to hear it in advance of further discussion? I think 
if it were read by a member of the staff here we would all have an 
opportunity to hear it and then be in a better position for discussion. 

The CHarrMan. Let the Chair further advise the committee that 
this document has been in existence for 3 or 4 years, it has been a part 
of the Bureau of the Budget policy. 

Mr. BupGe. No, not the revision to which the Chair refers. Let’s 
keep the record straight. 

The CHarrMAN. Both documents come under the criticism of the 
Chair with reference to standards of feasibility, and there are some 
additions in this new document which relate primarily to this so- 
called partnership formula, but, on the other hand, that are not in 
here [indicating]. Now all these matters are matters which this 
committee certainly ought to have some knowledge of, and the Chair 
is surprised to learn that a document issued in 1952 and which was 
in operation when the gentleman’s Michaud Flats project was con- 
sidered is not one with which he is familiar. 

Mr. BupGer. I am going to ask the chairman to yield, since he has 
referred to me and my project. 

I think every member of the committee is familiar with the docu- 
ment which was issued December 31, 1952. By the same token, I 
do not believe there is a member of the committee outside of the 
chairman who is familiar with the revision to which he is referring. 
We cannot tell what we are getting at now. 

Dr. Miniter. A parliamentary inquiry. 

The CuarrMan. If we can proceed from that point, then let us 
have Mr. Hughes tell us what he has added to A-47 which has been 
in existence for 3 years. 

Dr. Mituer. A parliamentary inquiry. 

The CHarrmMaANn. The gentleman from Nebraska. 

Dr. Minter. Mr. Hughes, can you tell us how this document, dated 
November 24, 1954, which apparently is for the use of the executive 
branch of the Government, differs from the one issued on the last day 
of the previous administration, December 31, 1952? Are the same 
people writing it or is there a new view in this present draft? i would 
be anxious to know that. 
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The Cnatrman. That is an appropriate question. 

Dr. Miuuier. I would be anxious to see the original A-47 and make 
some comparison. I have a feeling that the same ‘people i in the Bureau 
of the Budget probably wrote this as did the original one in 1952. 

Mr. Westianp. Will the gentleman yield? 

The CuarrMan. Yes. 

Mr. WestLaAnp. I notice this card that we got, which each member 
of the committee gets, called us here to discuss with Budget Director 
Hughes Budget Circular No. A-47 and the related power partnership 
approach. I took the time to study and review Budget Circular No. 
A-47 and again familiarize myself with that document. I associate 
myself with the gentleman from Pennsylvania and the gentleman from 
Idaho in saying that I have never seen any revised part of this thing 
the subject which the chairman of this committee apparently is 
discussing. 

It seems to me that this committee was called here to discuss 
Circular No. A-47, and we should confine ourselves to that. If the 
chairman of this committee wishes to call us here to discuss some pro- 
posed amendments to it, then we should be called for that purpose 
and we should be given 

The Cuarrman. That is what this is. 

Mr. WestLaNnpb. An opportunity to read it and to think it over and 
to prepare ourselves. 

The CHarrMAN. That is what the notice said. 

Mr. WestTLaNp. No, it did not say that. I have it here right now. 

The CHarrMAN. Related power partnership approach. 

Mr. West.Lanpb. All right. Let us discuss A—47 and related power 
partnership appraoch, but let us not discuss something that practically 
none of us has seen. 

The CuarrMan. Well, the Chair is certainly surprised. 

Mr. WestLanp. You may be, but it is a fact. 

The CHartrMan. Let us have the witness describe the difference 
between the A-47 which is in circulation, and which involves the 
so-called power partnership principle and the basic document. 

Mr. Hosmer. I make a point of order to that. Inasmuch as the 
draft, so-called, that you are referring to is admittedly a classified 
document of the executive branch of the Government and it is not 
before the committee, this thing is yet a classified document and, 
therefore, not a matter of discussion in a public committee hearing of 
another branch of the Government, to wit, the legislative branch. 

Mr. Asprnatyt. Mr. Chairman, may I be heard on the point of 
order? 

The CuarrMan. The gentleman from Colorado. 

Mr. Asprnatit. The Bureau of the Budget is a creature of the 
Legislature assigned to the executive. Most certainly, the Legis- 
lature has a right to know what the Bureau of the Budget is trying 
to do. 

The chairman has asked us to come here to study circular A—47. 
Any question that any member of this committee has in relation to 
A-47 or any proposed amendment to A—47 most certainly is in order 
at this time. I do not see how you can get around that. 

Mr. Hosmer. Will the gentleman yield? 

Mr. AspInALut. A-47 revised has been issued, so anybody on the 
committee could have gotten it, had they wished to. It has been 
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common knowledge to the National Reclamation Association. They 
have already studied it. 

Dr. Mitxier. Will you yield there? The original A-47-- 

Mr. Hosmer. If you yield further, I will state that I do not care 
if it is common knowledge 

Mr. AspINALL. I have the time, Mr. Chairman. 

Mr. Hosmer. It is a classified Government document and has no 
place in this discussion. 

Mr. AsPINALL. No. 

The CHatrMan. The gentleman is in error about that, but the 
gentleman from Colorado has the time. 

Dr. Mitier. Will the gentleman vield? 

Mr. AspInaLu. Yes, I will be glad to. 

Dr. Mitter. | saw the original A-47 and took violent objection to it 
I have not seen this one here which is about 4 months old, the proposed 
revisions which have not been put into effect, which are under study, 
which I understand as being circulated merely among the agencies 

The original A-47 is common knowledge. I have a copy of it and 
I took violent exception to what some of the folks were trying to do 
in the Budget Bureau. You cite the recommendations of the National 
Reclamation Association on water policy, that they have a copy of it, 
but in their meeting in Colorado on May 17, 1954, the resolution was 
relative to the original A—47. 

Mr. Sayuor. We are all familiar with the original A—47. 

Dr. Mitxier. But I am not familiar with this, which is about 4 
months old. I do not believe the other gentleman has seen it. 

Mr. Asprnauu. Oh, yes. And I wish to say to the gentleman that 
the revised circular was published in the Engineering News Record 
about 3 or 4 months ago. So itisamatter of public record. Perhaps 
we have not gone far enough to study it, but we can study it at this 
time. 

The CuarrMan. What is the matter with asking Mr. Hughes some 
questions about it and letting him state the differences between the 
original and the one that is in circulation? The purpose, | think, of 
people interested in reclamation is to get a sound program for western 
reclamation. Now somehow or other, the gentleman on my right 
has seen a political hobgoblin here some place. 

This thing started out as the former chairman has said, and it has 
been subject to some revision. Now we are discussing it and Dr. 
Miller has asked a question. He said: 

Now just outline generally, Mr. Hughes, the differences between the A-—47 of 
1952 and the current one so we can get the information before us for discussion 

Mr. Sisk. Will the chairman yield? 

Mr. Ruopes. Mr. Chairman? 

The CuarrMan. Let the gentleman answer one question. He has 
been here 40 minutes and has not answered a single question. 

Mr. Hosmer. A point of order. My previous point of order has 
not been decided. 

The Cuarrman. The Chair overrules the point of order on the 
groun that the document is not a classified document; it is actually 
publisl.ed in a magazine and in circulation generally. The Chair had 
a copy of it for some time. So have the officials of the National 
Reclamation Association. 
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Now, Mr. Hughes, can you answer the question? 

Mr. Hucues. Yes, sir. The point with regard to it—and I have to 
emphasize it again, Mr. Chairman—is that this is not a draft of a re- 
vision or submission to anybody. It is purely some suggestions put 
together which are subject very definitely to not only the suggestions 
which may come in, but also to the fact that it will have to be brought 
into line eventually with the policy laid down by the President’s com- 
mittee, which has not yet reported, and which may or may not result 
in very substantial changes in what we have here. Therefore, it has 
not come up to me or to the other top officials of the Bureau of the 
Budget for careful study and review from that viewpoint. It is not 
that kind of a document. 

With regard to another question which you asked before, I point out 
that we have had 10 projects since we have been in here on reclamation 
in the administration which have been recommended to the Congress, 
presumably, under A-47. At least A-47 applied during that entire 
period. 

The CuarrMan. You put the emphasis, I take it, on “presumably.” 
But I want to get back to that later. 

The actions by the Bureau of the Budget bear no resemblance so far 
as I can determine to the standards set up in either the original A-47 
or this new draft, but the gentleman from Nebraska asked you, Mr. 
Hughes, to outline the differences between the 1952 version of this 
circular and the new proposals. 

Now our objective is to get in this thing early so that we can get a 
revision of these ideas before they are cemented into accepted pi olicy, 
so that the executive agencies may have the benefits of the views of 
some members of this committee, at least with respect to how those 
policies proposed in this circular will affect western reclamation. 

Now it is a very simple question. Can you give us the differences 
between the original A—47, with which many of these members here 
are familiar, and the proposals in the circular about which you have 
testified? 

Mr. Huaues. I do not 

Mr. Hosmer. A point of order on the last question, on the same 
grounds as previously stated. 

The Chairman. The chair has already expressed himself on that. 

Mr. Hosmer. This is a new question. 

The CuarrMan. I realize that, but, without objection, the gentle- 
man’s point of order goes to all questions. This circular has been in 
general circulation, and as it has been stated here is in the hands of the 
National Reclamation Association and an engineering magazine. 
The idea that we cannot discuss something that is in circulation down 
in the Department before they freeze it into general policy would 
simply tie our hands. 

Dr. Mituer. I do not think this particular one here, because this 
was issued in October 1954, less than 4 months ago, and certainly 
the Reclamation Association did not have that circular when they 
held their meeting in Denver on May 17, 1954, and issued a rather 
strong statement that there should be no veto power in the executive 
department, and which takes to task the Budget Bureau, because 
they were apparently following some of the suggestions in the original 
1952 order. This particular circular is dated November 24, 1954. 
That is 4 months ago. 
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I certainly have not seen this, and I do not know how generally it 
has been circulated. Not as general, I am sure, as the original A-47 
circular that was issued in 1952. 

The CuairMan. At least three witnesses who appeared here when 
the National Reclamation Association appeared before the Subcom- 
mittee on Irrigation and Reclamation referred to it and protested 
violently to this committee, which was the genesis of this particular 
discussion. 

Dr. Miuurr. I objected to the other, and I might object just as 
seriously to this one. 

The CHarrMan. Let’s let Mr. Hughes answer the question. 

Mr. Huaues. I do not know as I can answer in full detail because, 
as I say, it is not that kind of a document and we have not worked on 
it on that basis. At least I have not. 

The new proposal, I suppose, which you have referred to already in 
your discussion, if there is such a new idea, is the partnership idea 
which is brought out more clearly. There is a great deal of an 
attempt to make more clear in the draft of whatever we eventually 
sent out the provisions with regard to more properly evaluating costs 
and benefits without having as much fuzziness as there has been, 
perhaps, in the past. But remember this is entirely a matter of 
guidance and standards and not a matter of a formula, an iron fence 
that every project has to come within it to be approved. There are 
many other things that have to be considered with regard to it. But 
we do need standards to evaluate and measure the proper relative 
position of many, many of these projects, and that is the purpose we 
are after. 

Dr. Mituer. Will you yield for a question? 

The CHAIRMAN. Yes. 

Dr. Minter. How long have you been with the Budget Bureau, 
Mr. Hughes? 

Mr. Huaues. About 2 years now. 

Dr. Miiuer. About 2 years? 

Mr. Huaues. Yes, sir. 

Dr. Miuiter. Were you there in December 31, 1952? 

Mr. Huaues. No, sir. 

Dr. Mititer. You have at your table here Mr. Schwartz or Mr. 
Peterson. 

Mr. Hueues. Either one. 

Dr. Mituer. How long has Mr. Schwartz been with the Bureau? 

Mr. Hucues. They have both been here a number of years. 

Dr. Mitier. A number of years? 

Mr. Huaues. Yes, sir. 

Dr. Mituier. And there is a Mr. Peterson in your Department 
that has been here. How long has he been in the Department? 

Mr. Peterson. 10% years, sir. 

Dr. Mituter. How many? 

Mr. Peterson. 10% years. 

Dr. Miutiter. You were there when the original A-47 was drawn up? 

Mr. Pererson. Yes. 

Dr. Mitter. Do you have a Mr. Roy Cochran, former Governor 
of the State of Nebraska, in your Department, too? How long has 
he been with vou? 

Mr. Huaues. A little over 10 vears, they tell me. 
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Dr. Mitier. Can you tell me whether these three gentlemen— 
Mr. Schwartz, Mr. Peterson, Mr. Cochran—drew up the original 
A-47 or had some knowledge of it? Did you have a hand in pre- 
paring it? 

Mr. Scuwartz. We were part of the staff at that time, ves. 

Dr. Miuuier. And you have been with the Department quite a 
while? 

Mr. Scowartz 13 years. 

Dr. Mriuier. Did you have a hand in preparing this so-called 
revision of A-47? 

Mr. Scuwartz. Yes, sir. 

Mr. Hueues. He is the head of the division that worked on it. 

Dr. Mititer. Mr. Hughes and Mr. Schwartz, as you know, I have 
complained several times there were some folks in the Bureau of the 
Budget that did not seem to be very friendly with the reclamation 
projects, and I hope you can dispel that suspicion that I have before 
itis proved. I am a little surprised that you gentlemen—maybe we 
should question them, Mr. Chairman. They drew up the original 
A-47 and have been down there a long while, and maybe they could 
tell us what was behind some of the original theory and philosophy 
and why it was issued on the last day of December 1952. Can you 
tell me that, Mr. Schwartz? 

Mr. Epmonpson. Mr. Chairman, a point of order. These questions 
now being placed are purely diversionary to the principal question 
earlier placed by the gentleman from Nebraska which is still awaiting 
an answer as to the differences. 

Dr. Miuuer. I thought Mr. Hughes pretty well answered that. 

I wonder now, Mr. Schwartz, the old guard down there for a good 
many years in the Department—New Deal guard, I sometimes call 
him. Not very flattering, you know—why was it issued on the last 
day of December 1952? 

Mr. Epmonpson. Pursuing my point of order, Mr. Chairman, I 
contend the question has not vet been answered as to the differences 
between the two proposals and as to the new language or new pro- 
visions introduced in the revised A-47. 

Dr. Miiier. They have to my satisfaction. 

The CuarrmMan. The witness tried to answer it, and if the gentleman 
is not satisfied with his answer, he will be given an opportunity to 
interrogate Mr. Hughes on that point, if we can ever get along with 
this questioning. The Chair yielded to the gentleman from Nebraska 
for one question and the gentleman now has asked two. 

Dr. Miter. I will keep it to one question. 

The CHarrmMan. Go ahead and answer that question, and then the 
Chair would like to ask a question or two, and then he will recognize 
the gentlemen around the table. 

Dr. Mituer. I would like to know what the genesis was of this 
thing and whether you wrote it in 1952 or somebody else. We have 
got it boiled down to Mr. Schwartz, Mr. Peterson, and, I presume, 
Roy Cochran. Can they tell me now bow come it was issued Decem- 
ber 31, 1952, the last day of the administration that was in power 
at that time? Why was it issued? 

Mr. Scuwartz. That was a policy decision of the previous Director 
of the Budget. 

Dr. Mitter. Who was that? 
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Mr. Scuwartz. Mr. Lawton and his assistant director, Mr. Staats 

Dr. Mituer. That was a policy decision? 

Mr. Scowartz. That was a polic v decision. 

The Cuarrman. Now if the Chair can pursue the question asked 
just a minute, and then the Chair will recognize the other gentlemen 
who desire to get into it. 

As the Chair understands your answer, Mr. Hughes, you cannot 
say presently whether any project ever built or any one now under 
consideration by the Bureau of Reclamation would qualify under the 
standards of A—47 either in its original status or under the proposed 
amendment. Is that true? 

Mr. Hucues. Excuse me. I do not think that is quite a correct 
statement of what I said, of what I intended to say, certainly. 

The CHarrMaANn. That is why I asked you. I do not want to put 
words in your mouth. 

Mr. Huaues. Thank you. What I meant to say was there has 
been no consideration from that viewpoint because it has not reached 
that stage, and the circular itself is not an iron fence, it is a guide 
and a standard which is to be used to test the various parts and ways 
in which a project has to come up. We look at it primarily, of course, 
from an economic viewpoint, and we have to have certain standards 
to tell us what is the proper thing to include in costs, what is the proper 
thing to include in benefits. Those are all a joint effort and decision 
not of the Budget Bureau, as such, but of the executive department, 
in which every section, the Reclamation Bureau and the Interior and 
the engineers and everybody else, has their part. 

Mr. Ruopes. Will the ge a ‘man yield? 

The Cuairman. Do you not think, Mr. Hughes, it is rather unusual 
that a document would be prepared and circulated establishing stand- 
ards, and vet the standards themselves, prior to their issuance, were 
not related to any realistic appraisal with reference to existing or 
proposed projects? 

Mr. Hosmer. A point of order, Mr. Chairman. That question 
assumes the fact that has not been testified to, but if anything, it has 
been testified to in the contrary that this is not a proposal, it is merely 
the mechanics for getting the best views of the various departments 
and agencies of the Government on what, if any, changes should be 
made in Circular A—47. 

The CHarrMAN. That is what the Chair regards as the proposal. 

Mr. Hosmer. The witness has testified it is not a proposal. 

Mr. Hueues. That is right; it is not a proposal. 

The CHAIRMAN. Just state what it is. If it is not a proposal, what 
is it? 

Mr. Huaues. It is a draft of certain ideas for consideration and 
discussion, hoping to stimulate the right kind of a reply and the 
answers which will enable us to write a document. 

Mr. Sisk. Mr. Chairman? 

The CHarrMan. I cannot distinguish between a proposal and what 
the witness has stated. But what I am asking is that the witness 
comment on this question as to why it is that these ideas should be 
put in written form and issued by the Bureau and no one can say 
that they have any relationship whatsoever to projects either existing 
or under study. 
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Mr. Hosmer. A point of order, Mr. Chairman. The question has 
been asked and answered. 

The CuarrMan. The Chair did not hear the answer. 

Mr. Huaues. No, I did not say that they had not been. This is 
not a new untried effort at trying to set up something; it is something 
which has been in existence in a different form, which we do not agree 
with entirely, for a long time. There have been reclamation projects 
which have been put forward under A-47. In some cases they have 
been enacted and in some cases they are still before the Congress. 
But we do not see anything in that to justify any statement that under 
A-47 you cannot have any reclamation projects. That is not our 
viewpoint at all. 

The CuarrMan. Let me ask Mr. Peterson if he will say whether or 
not the upper Colorado Basin project now pending and under study 
before this committee would qualify under the criteria either in the 
old A-47 or the one which is now in circulation as an idea? 

Mr. Prererson. Mr. Chairman, I have not made any valuation. 

The CHarRMAN. You have not made it? 

Mr. Pererson. I have not made that evaluation; no, sir. 

The CHarrRMAN. Would vou be prepared to say whether or not the 
Central Valley project, as now constructed and in operation, would 
qualify? 

Mr. Pererson. Similarly, I have not made that evaluation, sir. 

The CHarrman. Mr. Schwartz, have you made it? 

Mr. Scuwartz. | have not. 

Mr. Huaues. That is a different concept, I think, of what A-—47 is, 
sir. 

The CuHarrMan. It is just inconceivable to me that a set of rules 
could be set up here and nobody would say ‘‘How are they going 
to fit on the ground?” 

Mr. Ruopes. Will the gentleman vield? 

The CHarrMan. Yes. 

Mr. Saytor. | think—— 

Mr. Ruopes. Just a minute. It appears to me from the answers 
given by the Bureau of the Budget that one thing js very clear: The 
draft is a draft, and they sent it around to be coordinated among the 
various agencies. Knowing as little as I do about the executive 
department, I would say that the Bureau of the Budget would have no 
way of telling whether any particular project would fit in under this 
criteria or not, which is probably the reason that the draft was sent to 
the Department of the Interior and other departments for an evalua- 
tion so that that Department and the Bureau of Reclamation and its 
experts could tell whether or not this particular criteria would fit the 
situation as the Congress foresees it in the reclamation program, or 
whether it would not. I do not see any harm or any evil in submitting 
a draft for coordination to other departments. I think it is done every 
day in the Government. 

Mr. Hosmer. Will the gentleman yield? 

The Chairman. Just a minute. Let the Chair comment on the 
statement made by the gentleman from Arizona. 

The fact is that the Bureau of the Budget for a number of years 
has set itself up as a technical review section. Now let me read you 
something. On October 26, 1953, Governor Aandahl sent a memo- 
randum to the Commissioner of Reclamation relating to the reorgan- 
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ization of the Bureau of Reclamation, and here is what is said on 
page 32: 

In short, Budget has assumed the role of complete, detailed, review of technical 
conclusions reached by engineers in the Bureau of Reclamation. As set out 
elsewhere, the conclusions reached by reclamation engineers in the field are 
reviewed thoroughly by other engineering specialists at a minimum of three 
levels before reaching the Commissioner of Reclamation. Any final planning 
report reaching the Commissioner bears the stamp of approval of literally dozens 
of highly competent and qualified engineering experts. 

The report goes on to comment, as to the third question—this is 
the Report of Survey, page 33— 

As to the third point, the survey team was impressed by the candid expression 
of views of Budget representatives that Budget ‘“‘does lack confidence in the 
Bureau of Reclamation.’ If there is such a lack of confidence, then one obvious 
remedy would involve only a reevaluation by the Chief Executive of the appoint- 
ments made or approved by him in high-level Interior and Reclamation positions. 

Now what I am saying is that the survey team that went out and 
made a survey with reference to the operations of the Bureau of the 
Budget found that the Bureau of the Budget was, in fact, setting itself 
up as a technical review section, and that is what this A—47 does, and 
that the Bureau of the Budget representatives frankly expressed them- 
selves as having no confidence in the Bureau of Reclamation, which is 
exactly the opposite of what the gentleman believes. 

Mr. Hucues. May I comment on that a moment to set the record 
straight? 

Mr. Ruopgs. Will the gentleman yield? 

The CHarrMAN. As soon as we get this out of the way, Mr. Hughes. 

The gentleman from Arizona is “apparently laboring under the idea 
that the Bureau of the Budget has not been subjecting these projects 
to the most technical and comprehensive review possible, and that is 
exactly the opposite from the facts as stated by the survey team that 
Governor Aandahl sent out himself. 

Mr. Ruopes. Will you yield to me? 

The Cuarrman. Yes. Which brings me back to the very proposi- 
tion I am talking about, and that is that the Bureau of the Budget 
originated A—47 and then proceeded to circulate an idea, as Mr. Hughes 
prefers to call it, with reference to amendments that are without any 
relationship to particular projects, either past or present. “That is 
the thing I have been asking about. I cannot understand a set of 
ground rules of that sort. 

Mr. Ruopes. Will you yield to me just 1 minute? 

The Cuarrman. Let the Director comment, and then the Chair 
will recognize the gentleman from Arizona. 

Mr. Hucues. May I just comment, cf course, tl.at I have seen that 
survey. It is not a document. There was no discussion, as far as | 
know, with any person who could speak with authority for the Bureau 
of the Budget. A casual remark by somebody on the staff does not 
make a Bureau of the Budget policy, and we do not have any such 
policy as indicated in that statement. If we did, I would not stay in 
the Bureau of the Budget because I would not believe in it. Nor is 
it the President’s policy, and I know because I have talked with him 
many, many times. 

You can probably find, if you circulate around in the different 
departments, many, many statements on many, many subjects which 














20) BUDGET BUREAU CIRCULAR A—47 AND POWER PARTNERSHIP 


have no substance as far as setting policy is concerned, but make 
drastic conclusions on the basis of somebody’s statement. I just 
want to make clear that that is not a representation of the policy of 
the Bureau of the Budget and has not been, to my knowledge, since I 
have been there. 

The Cuarrman. The Chair is not ascribing to Mr. Hughes any 
such a statement. The Chair is reading from the survey team report 
which Governor Aandahl sent to Commissioner Dexheimer. 

Mr. Huaues. I do not think Governor Aandahl said it, sir. | 
think it was a survey report which he sent around. 

The CuarrmMan. That is correct. It says: 

As to the third point, the survey team was impressed by the candid expression 
of views of Budget represe ntatives that Budget “does lack confidence in the 
Bureau of Reclamation. 

The survey team further found—— 

Mr. Huaues. But that is not true. 

The CHatrMan. I am not saying it is true, | am saying they said 
it is true. 

Now, the gentleman from Arizona. 

Mr. Ruopses. | think the chairman has hit upon the main bone of 
contention we have had this morning. In other words, if the chair- 
man calls the members, the Director of the Budget and his staff here 
for the purpose of exploring their way of thinking, their state of 
mind, so to speak, about reclamation, then I think it is perfectly 
proper we should do so. I think we have by throwing this draft 
which none of us have seen, the proposed A—47, under discussion 
probably clouded the issue to an extent that we are now a little bit 
confused. 

I believe that the chairman has a perfect right to ask Mr. Hughes 
and Mr. Schwartz and Mr. Peterson to come up here to talk to them 
about their state of mind as regards reclamation. I would hope that 
the chairman and the members might pursue that line of thinking 
rather than try to find out who put what sentence in some draft, 
which really does not mean anything anyway because it has never 
been given the force of law or even an Executive order. 

The Cuarrman. The Chair agrees completely with the gentleman 
from Arizona. We are trying to determine the basis on a policy, a 
policy reflected in the original A-47 which has been referred to time 
and time again, and in this idea which is currently in circulation. 

Mr. Bupee. Will the chairman yield for a question? 

The CHarrman. Yes. 

Mr. Bupae. Does the chairman have any objection to a revision 
of A-47? 

The CHarrmMan. The Chair wants to see it revised on the more 
generous side to reclamation, not revised on the side of making it 
harder for reclamation projects to qualify. The Chair believes that 
unless we have some liberalization of the reclamation law we might 
as well forget reclamation in these United States, and the Chair 
believes that this document and the ideas contained therein which is 
in circulation as a possible amendment goes in exactly the opposite 
direction. 

The Chair believes, following up the suggestion made by the Na- 
tional Reclamation Association officials who were here, it would be 
profitable both for this committee and executive agencies to get some 
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of the ideas from you gentlemen who deal with these reclamation prob- 
lems all the time. 

Mr. Hosmer. Will the Chair yield? 

The CHarrMan. The Chair wants to recognize the gentlemen in 
order of seniority. Mr. Hughes wants to make a comment and then 
I will recognize the gentleman from Colorado. 

Mr. Huaues. I want to make one comment, sir. As I told you, 
we are delighted to have any suggestions we can get from here, and 
I told you over the phone that we would be glad to have those and 
take them all into consideration. But this A-47—apparently this 
is one, this apprehension about it, that it is a straitjacket to be used 
as a formula for every proposal. What it really is is to determine a 
clear statement of fact concerning how much contribution is being 
made in the national interest on each one of these projects, and then 
the Congress can make up its mind. That is the fundamental under- 
lying thought in my mind with regard to A—47, not that it is something 
to say, ‘““Now every project has got to pass this test, this, that, and 
the other test, or it will not be recommended,” but to find ways of 
determining on a wise and comprehensive way just what is involved 
in each kind of a project, and then the Congress can make up its de- 
cision as to what it wants to do. 

The CuarrMan. The Chair recognizes the gentleman from Colorado 

Mr. Asprnauu. Following along with that suggestion, Mr. Hughes, 
I wish to state it is almost impossible to get consideration of legisla- 
tion on the floor unless first we have a report from the Bureau of the 
Budget as to what relationship the proposed legislation has with the 
President’s program, and, second, unless the report of the Bureau of 
the Budget is favorable to the legislation. 

Now what interests me most is your thinking about the policy- 
making powers of the Bureau of the Budget. You have just stated 
that you understood that A—47 was a measuring stick and you would 
gage any proposed project in accordance with that measuring stick; 
then the Congress of the United States could pass its judgment. 
Now that is not the way that it works; is it? 

Mr. Huaues. I cannot tell you in detail on that. There has been 
a lot of discussion about many different projects; some of them work 
one way and some of them work another. But our job is not to sit 
in an ivory tower and pick this project and that project. Our job 
is to apply the standards of the President which he has established 
through consultation with the other departments and agencies as a 
matter of practice. We cannot approve everything every year; 
there is no question about that. 

Mr. AspiInatu. But you do contend that the Bureau of the Budget 
is a policymaking agency; is that correct? 

Mr. Hugues. No. I do not know just what you mean by that. 
The Bureau of the Budget is an arm of the President to bring together 
the facts with regard to each kind of a project, and every decision has 
got to be made, not by the Bureau of the Budget as such, but in 
connection with the opinions of all the departments and agencies 
concerned, and eventually by the President himself. 

Mr. AsPINALL. I am not going to pursue this too long because | 
do not have the time, but in the opening remarks of your statement 
you say: 

We are, however, opposed to doing this by such indirect means as the so-called 
interest component or the continued lengthening of the repayment period. 
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If that is the position of the Executive, and if that is the position 
of the Executive’s arm, the Bureau of the Budget, then why does not 
the Executive advise the Congress of the United States to change the 
policy rather than the Bureau of the Budget or the Executive, through 
the Bureau of the Budget, trying to make this a measuring stick for 
Congress to abide by, and if they do not abide by it, then put the 
black ribbon on the proposal? 

Mr. Hosmer. Will vou yield? 

Mr. Huaues. The Congress has a choice as to whether or not it 

wishes to abide by it. Our job is to provide for the recommendation 
of the Executive. What the Congress does with that is their decision. 
If they feel it is a good recommendation, why, then they abide by it. 
If they do not, they overturn it. But our job is to prepare or bring 
together the opinions and recommendations of the Executive. We 
do not dictate in any way what the Congress shall do. If they do it, 
it is their own decision. 

Mr. AspinaLtu. The Executive’s legislative power exists in his 
power to recommend, veto, and to issue Administrative policy orders; 
is that correct? 

Mr. Huaues. Well, I do not know all the significance of that, but 
certainly not only his authority, but his responsibility is to make 
recommendations as to what he thinks should be done. Now that is . 
as far as it goes. The Congress very often changes those recom- 
mendations, we find from experience. 

Mr. Asprnatu. And if the Executive, who is responsible for the 
Bureau of the Budget, should recommend the favorable approval 
by Congress of a reclamation project, and that reclamation project 
does not conform to the standards set up by the Bureau of the Budget, 
then in what position does that place the Congress? 

Mr. Hugues. I do not get your point, sir. I am sorry. 

Mr. Asprnatu. I wish to know this: I wish to know if the recom- 
mendation which is to be determinable is the President’s recommenda- 
tion to Congress in a message, or is it the recommendation of the 
Bureau of the Budget? 

Mr. Huaues. No, sir. The President has-set up in the original 
provisions for a budget—which, as you recall, I expect, was designed 
because of the fact that the Congress objected to having these various 
recommendations made from all over the executive department, with 
no screening, no coordinating, no choosing, no pulling together by the 
Executive. That was the reason the President was given that 
authority, and the President has to aid him the Bureau of the Budget. 

We have no authority of our own at all. 

Mr. Aspinatut. Now, Mr. Director, | have in my hands, prepared 
by the Library of Congress, a complete history of the development 
of the Bureau of the Budget. The Bureau of the Budget came 
about because of the insistence of President Taft and those who 
worked with him, and not because of any insistence of Congress. 

This history shows that President Taft at that time desired that it 
would be used more or less as the system in England where you have 
ministers appearing before Congress. When the Bureau of the Budget 
was first authorized it went to the Secretary of the Treasury. So the 
development came about at the insistence of the Executive. ' 

Personally, I am very favorable toward the idea because I can see ; 

and understand the argument which is made about the differences 
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existing in the departments themselves. But all of this has orig- 
inated out of the desire of the executive department to secure for 
itself more of the legislative power, as I understand it. 

Mr. Huaues. The actual beginning of it, as we have it, was in the 
report of the House select committee in the 66th Congress, October 
8, 1919, which was the basis for setting up the Budget, and it reads 
in part, ““The basic”’ 

Mr. AspINaALL. Just a minute. I would suggest that the Director 
is correct, but the actual beginning was on October 26, 1912, when 
Frederick A. Cleveland, Chairman of the President’s Commission on 
Economy and Efficiency, read a paper before the Academy of Political 
Science on the subject. ‘That is where the start of it was. 

Mr. Huaues. That may have been the idea, sir, but actually 
could not have been put into effect without the Congress, and it was 
a select committee of the Congress in 1919 that really made the basis 
for the action of setting up the Budget. 

Mr. Aspinauu. I will ask my question over again. Then it is the 
position of the present Director of the Bureau of the Budget that the 
policy determinations are to be made by Congress? 

Mr. Huaues. Certainly. 

Mr. Asprnau. In spite of whatever criteria may be set up by the 
Budget? 

Mr. Huaues. Certainly. But it is our duty to make recommenda- 
tions and to get the facts before you as clearly as it is possible for us 
to do so. 

Mr. Asprnauu. And in accordance with what reasoning? 

Mr. Huaues. With what? 

Mr. AsprInauu. In accordance with what reasoning is it your pur- 
pose to set the facts before us? What kind of a measuring stick, one 
which you agree to or one which the Congress of the United States 
agrees to? 

Mr. Hvueues. I think the President has got his responsibility to 
make his recommendations, clearly stating what the basis 1s, of course. 

Mr. AsPpINALL. That is all, Mr. Chairman. 

The CHArRMAN. Will you yield for one question? 

Mr. ASPINALL. Yes. 

The CuairMan. Mr. Hughes, in Circular A-47 and the idea which 
has been circulated as a possible amendment, the Bureau of the 
Budget directs the Interior Department to report in certain ways on 
these projects which involves explicit policy matters. Now do you 
think that the Bureau of the Budget has a right to make policy which 
is binding upon the Interior Department, some portions of which are 
not authorized by law? 

Mr. Huaues. None of those decisions, before they are finally made, 
would come through unless after full discussion the President decided 
it was the way he wanted to have it, and that means after full discus- 
sion with the departments and agencies concerned. It is not a deter- 
mination solely by the Bureau of the Budget at any time, and we 
never work on that basis. 

The CHarrMan. Is it not true, though, that A-47 does require the 
Interior Department to submit reports in certain specified manner 
and directs that those reports contain particular types of information? 

Mr. Huaues. We have to do that all the time, sir. That is a 
standard practice. 
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The CHarrMaAN. And is it not true that some of the things that 
A-47 has required are not in fact at present authorized by law? 

Mr. HucGues. Nothing in this—there is a specific reservation in 
A-47, as issued by the previous administration, which says that 
nothing required by law is affected by this particular circular. 

The CuHatrmMan. The circular itself presupposes that some things 
shall be requested outside the law, does it not? 

Mr. Hucues. No, it does not. It merely wants the differences 
pointed out. That is all. 

The CuarrmMan. Here is what it says: 

Whenever a report or budget estimate varies from such standards or procedures 
because of+a recuirement of existing law, the variation shall be indicated and 
reference made to the section of law imposing such requirement. 

That is right out of A—47 itself, is it not? 

Mr. Huacues. I read that very clearly that it calls for the statement 
of that kind so that you clearly have the statement that this is re- 
quired by law, and therefore there is no adherence to A-47, whatever 
the other conditions are. 

The CHarrMan. You say: 

Whenever a report or budget estimate varies from such standards or pro- 
eedures - 

Mr. Huaues. That is right. 

The CHAIRMAN (continuing:) 
because of a requirement of existing law. 


Mr. Huaues. And it must vary. If there is a variation in the 
requirements, then the report has to vary. 

The CuarrMan. Yes, and what | am saying is that the Bureau of 
Reclamation is authorized to spend approximately $6 million a year 
on general investigations, and because of this circular it is required to 
report on things and therefore spend money to report on things not 
authorized by law. 

Mr. Huaues.. | would not say so. 

The CHarrman. Let me read you a chunk of it. For instance, 
where is the following quoted policy established by Congress in exist- 
ing law? 

Character and extent of non-Federal participation: Reports on proposed pro- 
grams and projects shall contain information setting forth those activities, functions, 
and developments associated with the project which fall within the area of State, 
local, and private initiative and responsibility, including an assessment of the 
financial and technical capabilities and the intent of non-Federal participants with 
respect to the planning and execution of their share of the work. If a proposed 
Federal program or project does not represent effective resource development 
with minimum Federal cost or calls for substantial Federal participation, the 
report sball explain the overriding considerations which justify recommending 
the project 
and so on. 

Mr. Hugues. Which is that—in A-47 or in your 

The CuHarrMaNn. That is in the idea that has been circulated. 

Mr. Huaues. | do not know what eventually will come out of that 
but the executive has to get information in order to make its recom- 
mendations. It does not propose to—- 

The CuarrMan. Can you direct? 

Mr. Huauss. You do not set up, as I understand it, all of the details 
of everything that the Budget Bureau or the Interior or everybody 
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else does. If you do, we would be more hamstrung than we are in our 
operation, if you had fixed statutory requirements for everything you 
asked for from all over the Government. 

The CuHarrMAN. That is true, but the Bureau of Reclamation 
receives its appropriations for general investigations under existing 
reclamation law, and it is not authorized to spend those taxpayers’ 
dollars in side investigations which do not fall within the investigations 
authorized by law. 

Now my point is, Mr. Director, that the reporting procedures set 
up by the Bureau of the Budget are, in effect, mandatory upon the 
Interior Department to spend money not authorized by law. I am 
asking if you think that is right. 

Mr. Hueues. I do not agree with your fundamental conclusion 
there. I mean with your basis, your premise. I do not because I 
think that the Interior Department is still a part of the Government. 
If the President wants certain information, he has got a right to have it. 

The CuarrMan. But not out of funds authorized by “the C ongress 
to be spent for purposes specifically designated in the law as general 
investigations funds. If you want to go out and get yourself a special 
fund and go on a separate rabbit hunt, that is perfectly all right; 
but this fund is specific for the purpose for which it is appropri: ated, 
and my contention is that the Bureau of Budget is requiring studies 
which are outside the law. 

Mr. Hosmer. A point of order. 

Mr. Huaues. If Congress- 

Mr. Hosmer. If what the chairman has said is true, then these 
hearings today fall in a like category because there is nothing that I 
see in the rules of the House of Represe ntatives as pertaining to this 
committee that authorizes this inquiry. 

The CuarrmMan. The gentleman has not read the Reorganization 
Act of 1946, which the Chair commends to his attention and overrules 
the point of order. 

The Chair recognizes the gentleman from Nebraska. 

Mr. Hosmer. A point of information. What section of the Reorgan- 
ization Act authorizes this inquiry? 

The CHarrMANn. The Chair does not have that at hand, but the 
Reorganization Act enjoins this committee to follow up on all matters 
within this jurisdiction, which is in the field of irrigation. 

The Chair recognizes the gentleman from Nebraska. 

Dr. Mutter. Director Hughes, how long has the Budget Bureau 
been making reports on bills that come before Congress with particular 
reference to reclamation projects? Have they been making their rec- 
ommendations for a number of years? 

Mr. Hueues. As far as I can find, as I reported in my statement, 
the order was issued in 1943. I do not know, but probably they did 
before that. But that at least was a formal instruction and order. 

Dr. Miiier. The budget circular? 

Mr. Hueues. Executive Order 9384. 

Dr. Mitier. Executive Order 9384. 

Mr. Huaues. That was issued by : 

Dr. Mixturr. 9384 required the Budget Bureau to make reports on 
bills that come before the Congress? 

Mr. HucGues. And that was signed by Franklin D. Roosevelt, 
October 4, 1943. 
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Dr. Mituer. Of course, we have some bills up this morning in the: 


House on the Consent C alendar, and the objectors up there have been 
rather meticulous about letting us consider bills until the Budget 
Bureau gets in their report. Sometimes we feel the Budget Bureau 
drags their heels down there a little bit on bills that we would like to 
get moved along. 

Mr. Huaues. If you get a special point at any time, I would be 
glad to hear from vou, sir. 

Dr. Mituier. You may hear from members on both sides. 

Mr. Huaues. O. K.; that is all right. We will do our best under the 
limitations of time and staff. 

Dr. Miuter. As to the heel dragging, because we sometimes think 
the official objectors are a little bit persnickety about waiting for the 
Bureau of the Budget, and it sort of irritates some of us here because 
we thought we were the legislative branch. It sort of deflates us a 
little once in a while when we find you folks sit down there with a 
club over us and do not want to make a report, and we just do not 
get any place. As a little fatherly advice to you, I hope we can sort 
of move along with this. 

I have one other question. I am anxious to get back to this reclama- 
tion matter, and I want to look over this proposed circular, if it is 
permissible. But you contemplate having a Circular A-47 or some 
revision of the circular that was issued December 31, 1952, prepared 
so that members of the committee may have a chance to look at it 
before it goes into effect? Ordo you expect to issue it on the last day, 
at midnight, and put it in effect? 

Mr. Huaues. We have no plans of that kind, Mr. Miller. 

Dr. Mituer. So that the members of this committee may have a 
little look at it so we will know how it will affect us in the future. 

Mr. Hugues. As far as I am concerned; yes. I do not know 
whether that would interfere with any executive policies or not, but 
certainly not with my policy 

Dr. Mruter. There was an order issued by a previous administra- 
tion relative to secretarial authorizations of projects. We had 
couple of them in our State and I think the good chairman of this 
committee got one through on the Trinity project, secretarial authori- 
zation, which is no longer recognized by the big powerful Appropria- 
tions Committee. I do not know whether you folks had anything 
to do with secretarial authorizations of these big projects in the 
Missouri Basin, or out in California. 

Mr. HuGues. I cannot tell you about that, sir. 

Dr. Miter. I see you shaking your head. 

Mr. HucGues. That was before my time. We have none that | 
know of. 

Dr. Mituer. Of course, the Appropriations Committee said: 

You cannot do that now. We will not let you have the money by secretarial 
authorization; you will have to go through the regular channels of congressional 
authorization. 

I think this committee has passed a resolution to that effect in order 
to have a bit of a check upon the Interior Department. 

The CHarrMAN. Will the gentleman yield? 

Dr. Miuuer. Yes. Thank you, Mr. Chairman. I think I am through 
if I may. be. excused from the committee. You have done a good 


NFA ey me 


ee 


the: 
een 
lzet 
eau 
2 to 


be 


OW 
ut 


ra- 


his 
Tl- 


ng 
he 


ial 
ial 


er 


rh 
vd 


| 


a an le 


| 





BUDGET BUREAU CIRCULAR A-47 AND POWER PARTNERSHIP 27 


job in talking to these folks and we may want to ask more questions 
some other day. 

The CHarrMaAN. To get the record straight historically, the Appro- 
priations Committee eurrently is appropriating for projects authorized 
under the Reclamation Act of 1939—Monticello is one, and 2 or 3 
others throughout the country—where they are actually in process 
of construction. So the cement does not always bind. 

Dr. Miuuer. I hope, Mr. Chairman, before these things are issued 
not that we can do anything about it—that we may be informed about 
what they are going to put into effect. Anything you can do as the 
powerful chairman of a great committee to get some idea of what is 
going on that will affect us vitally, I will support. I realize the execu- 
tive department, after all, has the power of veto. We recognize that. 
It would be nice if we knew what was happening. 

Mr. Hugues. Mr. Miller, may I just say a word? These provisions 
are only, of course, for the guidance ‘e of the executive branch, and we 
would be very glad indeed to have any specific recommendations that 
you have to make with regard to A-47. 

Dr. Mituer. Thank you very much. 

The CuHarrmMan. The Chair recognizes the gentleman from New 
York, Mr. O’Brien. 

Mr. O’Brien. No questions. 

The CuarrMaANn. The gentleman from Pennsylvania, Mr. Saylor. 

Mr. Saytor. There are two things I would like to comment on. 
First, the Chair called the attention of the committee to a memoran- 
dum signed by a former member of this committee, Assistant Secretary 
of the Interior, Mr. Aandahl, October 26, 1953, and he read some very 
pertinent things, but he omitted some things which I think are very, 
very important to this committee in talking about A-47. It says on 
page 34: 

At the time of enactment of the 1939 amendments, it might be said that prac- 
tically all of the simple and low-cost irrigation projects in the West had been built. 


This fact, together with the rapid rise in construction costs after 1940, may be said 
to have resulted in the 1939 law becoming obsolete within a few years after its 


enactment. 

I call your attention to this particular fact: 

By 1944 it was almost impossible to find a project which would qualify as 
‘feasible’? under the 1939 act, that is, one where the water users’ payments and 
surplus power revenues could cover the reimbursable construction costs in the 
required 50-year period. 

If you want to read part of this, we ought to have it all. In other 
words, do not just take what is favorable to you; let us look at the 
whole picture. 

I am familiar with A-—47, and I have examined with interest this 
A-47 revision which has been marked ‘Exhibit 1.’ But whoever 
used the red pencil and gave it to the chairman did a job, because I 
think this committee should read some of these things that are in 
here. I find on page 17, 24 (a) 

Additional standards relating to reclamation. 

This is what it says: 

Appraisal of reclamation benefits. The report on any program or project 
having significant reclamation benefits shall include an appraisal of their ecqnomic 
aspects; including an analysis of the effect on the short-range and long-range 
agricultural needs of the locality or region in which the program or project is 
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located, and the relation of the reclamation benefits to national agricultural goals. 
This appraisal should be prepared in cooperation with the Department of Agri- 
culture. or this purpose, the sponsoring agency shall give reasonable notice to 
the Department of Agriculture of its intention to undertake an investigation and 
evaluation of a program or project having significant reclamation benefits, and 
shall request the cooperation of the Department of Agriculture in the appraisal 
of the economic aspects of the program or project. If the cooperation of the 
Department of Agriculture is not provided after reasonable notice, the sponsoring 
agency may proceed independently with the investigation of the program or 
project. 

Now that is the end of what I want to read, but somebody, whoever 
marked this with a red pencil up along the line, wrote “not workable.” 
I want to know what is not w orkable, and I ask the Bureau of the 
Budget to tell me what is not workable by asking the Department of 
the Interior and the Bureau of Reclamation to ask the Department of 
Agriculture to join with them in analyzing what is being put out on 
a reclamation project. 

Mr. Huaues. What is the question, sir?) Why is it workable, do 
you say? 

Mr. Sartor. It says it is not workable. 

Mr. Huaues. It has been worked many times. 

Mr. Sartor. In other words, it has been my understanding that 
frequently we have had representatives from the Department ‘of the 
Interior come up here and say that the report of the agricultural 
aspects—‘‘We are confirmed in our finding because the Department of 
Agriculture has cooperated with us.” 

Mr. Huaues. That is right, sir. 

Mr. Saytor. Now this does not bind them to get the Department 
of Agriculture, does it? 

Mr. Huaugs. No, sir. 

Mr. Saytor. It merely says that they should do it, and if the 
Department does not cooperate, they should go ahead. Now that is 
the only provision in there with regard to reclamation. 

Now I want to know, if this is such a horrible thing that the National 
Reclamation Association says it is going to mean the end of reclama- 
tion, how it is going to doit. It sounds like a good tempest in a teapot. 
But I want to know from some of these folks who w orry about this 
business as to how that is going to stop reclamation. 

If the Chair could enlighten me as a member of the committee, I 
would be most happy to know how that will stop reclamation. 

The CuatrMaAn. The Chair will say that one particular provision 
may not, but the document in composite is sufficient to stop the 
approval of the Bureau of the Budget of any project currently under 
study by this committee and to put it in the position of moving in 
opposition to the established policies in the executive department, if 
they are adopted. 

Mr. Saytor. I call your attention to what I just read from Assistant 
Secretary Aandahl’s report, that that has been the situation since 
1944 with regard to the laws that are on the books, which antedate 
Circular A—47 of December of 1952, and this proposal. 

What it actually indicates is that apparently from 1939 this com- 
mittee has been negligent in not studying and bringing up to date 
what the law ought to be. That is the only thing I can say that it 
indicates to me. 

The CuatrMan. The Chair has offered amendments to change the 
law but they have not received very much consideration. For in- 


Saat aa il oe ARN ates ne ae 


aerntion 


: 
: 








* 


vals. 
gri- 
e to 
and 
and 
1isal 
the 
ring 
1 or 


‘ver 
le.” 
the 
t of 
t of 
/ on 


do 


hat 
the 
1ral 
t of 


ent 


the 
it is 


ymnal 
ma- 
pot. 
this 


e, | 


sion 
the 
ider 
y in 


t, if 


ant 
ince 
late 


om- 
late 
Lt 1t 


the 
in- 








BUDGET BUREAU CIRCULAR A—47 AND POWER PARTNERSHIP 29 


| stance, the Chair had a bill in last year to extend the repayment 
) period under existing law. 
The statement read by the gentleman in the report by the Interior 
Department is absolutely true as stated by the survey team, and that is 
} that after 1944 it was almost impossible to find a project which would 
/ qualify without some exceptions in its authorization to the existing 
‘reclamation law. 
| I think Mr. Schwartz will agree to that. Is that not true? 
Mr. Scuwartz. I think probably that is true. We would have to 
make alternative recommendations. 
| The Cuarrman. So we have been going along here on a selective 
| basis authorizing projects without any general format, but, because 
' that is true, the reclamation law has to move in the direction, if we 

are going to have any more reclamation, of more liberal law rather 
' than less liberal law, and this program moves in the opposite direction. 
| Mr. Saytor. Might the Chair feel that since the purpose of rec- 
‘lamation is to put water on land and put land to beneficial use, that 
the first change would be in making the reclamation law apply to 
| 48 States rather than the 17 Western States? 

The CuartrMan. The Chair is willing to see that happen. 

Mr. Ruopss. If the gentleman will yield, I will be glad to coauthor 
with him and cosponsor such a bill. 

The Cuarrman. If the gentleman wants to author the bill, the 
gentleman will be glad to hold hearings on it. 

Mr. Sartor. I will be happy to. That is all, Mr. Chairman. 

The CHatrMan. The Chair recognizes the gentleman from Texas, 
Mr. Rogers. 

Mr. Rogsrrs. Mr. Hughes, there has been quite a bit of talk this 
morning about politics. 

Mr. Huaues. Pardon? 

Mr. Rocsrs. There has been quite a bit of talk this morning about 
politics. I want to put the direct question to you: Is there any party 
politics, let us say, involved in this revised e .tion of A-47? 

Mr. Huaues. No, sir. I can say that unequivocally. 

i Mr. Roaers. Is there any party politics involved in the original 

—47? 

Mr. Hueues. That I do not know. I was not here and know 
nothing about it. 

Mr. Rocers. You have been testifying to some other things from 
hearsay this morning, I have noticed, and you have some men there 
with you. Would you confer with them to answer that question? 

Mr. Huaues. I have not heard of any. 

Mr. Scawarrtz. I know of none. 

Mr. Rogers. Was there any politics, Mr. Schwartz and Mr. 
Peterson? 

Mr. Scuwartz. To the best of my knowledge there was not. 

Mr. Rogers. I believe you stated in answer to a question by the 
Chair, Mr. Hughes, that this was not a proposal, but merely a com- 

pilation of ideas. Is that correct? 

Mr. Huaues. I think that more clearly describes it than a proposal. 
A proposal, to my mind, envisages something which has had considera- 
tion at least from a policy viewpoint and is being put forth saying, 
‘Now, we are going to put this in unless you do something about it.” 

| That is not the idea in setting this forth. This is to invite further 
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comment and suggestions, and particularly from a policy viewpoint 
has got to wait until we get the report of the Cabinet Committee. 

Mr. Roaers. Whose ideas are these that have been compiled in 
this revised edition of A—47? 

Mr. Huaues. They have been gathered from many sources: From 
A-47 itself as it has worked, from our own staff, from the staffs of 
the various departments concerned, Reclamation primarily, from 
special advisers we have had from outside who are interested in this 
business, engineers and so forth, and, oh, yes, from the States. We 
sent it to all the States. 

Mr. Rocrers. Now, Mr. Hughes, in keeping with that, I believe 
ns said that although this was as yet, if we can use the term “un- 
1atched”’ insofar as the proposal is concerned, that the reason it was 
merely a compilation of ideas and not a proposal was because you 
felt that all of the evidence was not in. 

Mr. Huaues. Two things: All the evidence is not in, and the 
policy has not, general wile has not yet been established for the 
executive as a whole. 

Mr. Rogers. Now let me ask you this: Assuming that no new or 
contrary evidence comes in, could you say this would be the policy 
decided upon? 

Mr. Huaues. I have not considered it from that viewpoint. I 
have not made a study of it to say that, sir. 

Mr. Rocers. You have not made a study of it to say that? 

Mr. Huaues. No, sir. 

Mr. Rogers. And this compilation of ideas is in fact a nullity at 
the present time, is it not? 

Mr. Huaeues. That is why it was put forth as an Executive re- 
stricted document, because it was not meant to have any other force 
than that. 

Mr. Rogers. Merely for the purpose of creating thought processes 
in those who might be interested? 

Mr. Hueues. And get returns of suggestions and ideas. 

Mr. Rocers. And get returns of suggestions and ideas. 

Let me ask you this in that connection, Mr. Hughes: Why was not 
that document submitted to members of the Interior Committee of 
the House of Representatives? 

Mr. Huaues. I donot know. It has only been considered as purely 
an Executive document for guidance and advice in the executive 
department. I do not know. 

Mr. Bupae. Will the gentleman yield to me for a question? 

Mr. Huaues. I do not know whether submitted or not. 

Mr. Rogers. One minute, Mr. Budge. Do you not think some 
pretty good ideas could come from Members of Congress who are 
familiar with the reclamation laws? 

Mr. Hueues. As I have already stated, I would be delighted to get 
your suggestions and ideas. 

Mr. Rocers. I want to ask one further question. Of course, I am 
in the dark to a great extent about A-47. Could you have your 
Bureau furnish me a copy of it? 

Mr. Huaues. Of A-47? Certainly, sir. 

Mr. Rogers. I certainly would appreciate it. 

Now I will yield for a question from the gentleman from Idaho. 
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Mr. Bunce. I simply wanted to ask the gentleman from Texas to 
also include in his inquiry whether the original A-47 was ever sub- 
mitted to this committee. And I can answer that myself. I believe 
it was not. The order was issued on the 31st day of December 1952, 





and 

Mr. Rocers. Is the gentleman making a speech or asking a ques- 
tion? I will say that the reason I did not ask that question was be- 
cause my question was predicated in the beginning on Mr. Hughes’ 
statement that no politics whatever were involved in this matter. 

I have one more question, Mr. Hughes. 

Mr. Hvuaues. Yes, sir. 

Mr. Rogers. I think you stated—I do not know whether directly 
or not—but I believe in effect you stated that your Bureau depends 
upon the Bureau of Reclamation for the detailed studies and the 
background of these projects. Is that correct? 

Mr. Huaues. Yes, sir; that is a major source of our material. 

Mr. Rogrrs. Now the communication from Mr. Aandahl reveals 
on page 33, and I will read this. You will probably remember it 
where Mr. Aandahl says: 

Here it is pointed out that planning reports submitted by Reclamation to Budget 
between July 1950, and July 1953, averaged 145 days in clearing budgets; it would 
seem obvious that such lengthy clearance time was not necessitated simply by 
purely funding questions. 

You and Mr. Aandahl do not seem to be in agreement on that. In 
other words, he seems to feel you are going into a detailed study of 
these projects. 

Mr. Huaues. I do not think that is true. I have talked with 
Fred about it a number of times. There are a number of things that 
have to be done with projects when they come up. They have to be 
circulated among the States concerned and any other department that 
may be concerned with special parts of it, and so forth and so on. 
So it takes quite a little time. I do not know whether the 145 days 
is right, but I am sure that Mr. Aandahl understands now that we 
are not doing that kind of a job that is indicated in your comment 
there. 

Mr. Rogers. I might agree with the gentleman if it were not for 
the last part of the statement, in which Mr. Aandahl said: 

It would seem obvious that such lengthy clearance time was not necessitated 
simply by purely funding questions. 

Mr. Huaues. We have a responsibility to the President that goes 
beyond that, but not to the point of red ing or resurveying or anything 
of that nature. Ours is a testing job: That it all hangs together, 
that it takes into consideration the concern and the interest of the 
States and the departments that are involved in it, and brings the 
whole thing together into an executive position for the President to 
pass on. 

Mr. Rocers. Then it would be your conclusion that if Mr. Aandahl 
had that idea at that time, communications since then would indicate 
he has changed his thinking on it? 

Mr. Hvuaues. I believe so. 
Mr. Roacers. I believe that is all. 
The CuarrMan. The gentleman from Utah, Mr. Dawson. 
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Mr. Dawson. Mr. Hughes, in your statement you state that— 


the Federal Government has contributed its share of costs to navigation and 
flood control as being in the national interest, and we also believe in Federal 
participation in reclamation. 

I think you cited the upper Colorado project as an evidence of your 
interest. 

Mr. Huacues. Yes. 

Mr. Dawson. It is my understanding that the upper Colorado 
project has received the approval of the Bureau of the Budget, has 
it not? 

Mr. Huaues. Yes, sir; it has. 

Mr. Dawson. Does that mean it met the criteria outlined in A-47? 

Mr. Hueues. It means that, considering all the facts involved in 
the situation, including A-47 criteria as they have been established in 
the former circular, and measuring the points involved in the project, 
it has been approved. 

Mr. WestLanp. Will the gentleman yield there? 

Mr. Dawson. Yes. 

Mr. WestTLAND. Is not that a very direct answer to the chairman’s 
previous question of, could the Director of the Budget name any 
project that would qualify under this A-47? Here is a very direct 
answer. 

The CuarrMan. Which one is this? 

Mr. WestLanpb. This is the upper Colorado River Basin, which is 
recommended? 

Mr. Huaues. We have recommended 10. 

The CuarrMan. The fact it is recommended does not mean it com- 
plies with any criteria. 

Mr. WestLanp. Yes, it does. I beg your pardon. The Director 
of the Budget just said it does. 

The CHarrmMan. The Chair would take great exception to that. 

Mr. WestTLanp. At least in the opinion of the Director. 

Mr. Hucues. I said that is one factor taken into consideration, 
and all have to be measured. The A-47 is not the only thing con- 
sidered at any time in connection with a project. 

The CHarrMaNn. For instance, the Director said in his opening state- 
ment that the Bureau of the Budget did not believe in using the interest 
component. Is not the interest component being used in the upper 
basin project? 

Mr. Hugugs. No, sir. 

Mr. Dawson. I take exception to the statement by the chairman. 
I do not think it is being used. The formula is entirely different than 
the modified Collbran formula. If I am wrong, maybe my colleague 
from Colorado can correct me. 

Mr. Hueues. I will give you a statement on that, if you like, sir, 
for the record. I cannot do it here. 

The CuarrMan. The Chair would ask the Director to submit an 
analysis of the upper Colorado Basin project as against the existing 
positions of A-47, complete. The Chair’s opinion is that there is no 
doubt, the Chair doubts that the Central Valley project would qualify 
under that program. 

Mr. Hugues. Maybe we did not do our job right sir. We should 
have turned it down. Is that it? [Laughter.] 





akan Shia cnet ou 


© 


“— OU 


= 


es M Dik ARR NRIRLNDSEES Pe at able EAM e-  « ee 


et eee x 


BUDGET BUREAU CIRCULAR A—47 AND POWER PARTNERSHIP 33 


Mr. Dawson. I think, Mr. Chairman, I, as one member of this 
committee, would certainly like to see an analysis worked out by the 
committee staff as to just how the use of the interest component works 
out in the upper Colorado project, and also as to just what effect 
cirzular A-47 is going to have on future projects and those that we 
have had in the past. I think it would be very helpful to the com- 
mittee if we could have such an analysis made. 

Mr. Saytor. Will the gentleman yield? 

Mr. Dawson. Yes. 

Mr. Sartor. Do you expect this to be done within the foreseeable 
future? Or do you expect to supply the staff with about 40 or 50 
additional help? 

Mr. Dawson. I would expect it to be done within the foreseeable 
future. I think if it is going to be of any use to the committee it must 
be done so that we can be in a better position to express our opinions 
on this so-called revision of A—47. 

Mr. Sartor. Do you want our own staff to do that? 

The CHarrMan. I am not so sure the staff has the time to do that, 
but we could get a cursory review of it by the staff, and then perhaps 
something from the Interior Department as well as the Bureau. 

But the Chair is going to suggest that he has to leave for the floor 
because we have the Consent Calendar on, and before leaving, could 
the Chair suggest that a copy of these ideas be made available. Some 
gentlemen here, including the gentleman from Pennsylvania and the 
one from Washington, have indicated they have not seen it. Also 
A-47. 

Does everybody have a copy of A—47 or can get copies of the original 
A-47 for the purpose of analysis? 

The committee ought to have copies of the original A—47, plus 
these ideas that Mr. Hughes talks about which are in circulation. 

Mr. Huaues. Mr. Chairman, if you will let me submit that on the 
basis that I tell you it is designed, with a little paragraph on it, I wil! 
be glad to let you have copies. 

The CuarrMan. I will be delighted to have you submit it with any 
qualification you want to put on, Mr. Director. 

Mr. Huaues. O.K. 

The CHarrMan. As a matter of fact, your statement that it is an 
idea and not a proposal is a reassurance to the Chair. 

With that understanding, the Chair will ask the gentleman from 
Texas to take the Chair and complete these hearings in the next 10 
minutes. When this meeting is adjourned we will try to get the mem- 
bers of the committee some additional information so that further 
analysis and study can be given to this problem. 

May I say, Mr. Director, that we are glad, though, you will welcome 
the comments and views of this committee with reference to this 
document. 

Mr. Huaues. Certainly. 

The Cuarrman. Which, even though it is within the executive 
branch, seriously affects the operation of this committee on the floor 
and before the Rules Committee and elsewhere with reference to the 
views of the Budget. 

Mr. Hucues. We want to get a practical circular that really does 
the job of giving us a good basis of judging these matters. 
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Mr. Bunce. Before the chairman leaves, I hope the Chair will 
accord the junior members of the committee time to pursue this. 
In view of the fact there has been a lengthy discussion here of this 
exhibit 1, as it is labeled in red pencil, I am going to ask unanimous 
consent that it be made a part of the record in these proceedings so 
that posterity will know what we are talking about. 

The Cuarrman. Exhibit 1 is A-47. 

Mr. Bupaer. Exhibit 1 is the revision to which the Chair referred 
of A-47. 

I also call the Chair’s attention to the date in order to further 
identify it. It was dated November 24, 1954, and the National 
Reclamation Association meeting was held on November 14, 1954; so 
obviously the resolution from the Reclamation Association was not 
directed at this proposal 

The CHairman. The Chair did not refer to the resolution. In fact, 
the Chair had forgotten for the moment they had passed a resolution, 
The Chair referred to statements made by the directors of the National 
Reclamation Association before this committee, which occurred after 
the first of the year. But that is neither here nor there, and the Chair 
will get out of here so that the junior members of the committee, as 
the gentleman designates himself, although junior in service only on 
this conumittee, may ask questions. 

Mr. Bunce. I ask a ruling on the unanimous consent request. 

The CuHatrRMAN. Without objection ; 

Mr. Hosmer. Mr. Chairman, reserving the right to object. 

Mr. Hvuaues. I am submitting copies of that for each one of the 
members. 

Mr. Hosmer. Reserving the right to object, Mr. Chairman. 

The CuHarrMAN. The gentleman reserves the right to object. 

Mr. Hosmer. So-called exhibit 1 1s a classified document of the 
executive branch of the Government, and I think this committee 
today has indulged itself in a dangerous precedent of discussing in 
public hearings a classified document. As the members of the com- 
mittee will recall, this was a subject of considerable discussion in the 
other body during certain special investigation hearings in the latter 
part of last year. 

For these reasons, and because I believe the principle is a serious one, 
that the committee is not taking a proper approach to it, I shall 
object to the unanimous consent request. 

The Cuarrman. The Chair will say that the word “classified” is 
being misused in the term in which it is understood in common 
parlance around here. This document does not involve any classified 
security information. It is a document, immature and embryotic in 
its state, for circulation among the particular agencies in the executive, 
but it does not involve security matters. 

Mr. Hosmer. Then the proper procedure, Mr. Chairman, would 
be to contact the issuing body of the document and secure a de- 
classification of it, then place it in the record, and then hold such 
hearings on it as might be appropriate. 

The CuarrMan. The Chair does not believe that is the case, and 
without objection, the document will be made a part of the record. 

Mr. Hosmer. I have objected, Mr. Chairman. 
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Mr. Rogers. Mr. Chairman, I move that the document be made a 
part of the record, both documents A-47 and the revised edition 
of A-47. 

The CuarrMaANn. The motion has been made 

Mr. Ruopss. Mr. Chairman? 

The CHarrRMAN. The gentleman from Arizona. 

Mr. Ruopss. | would ask the gentleman who made the motion if 
he is referring to exhibit 1, with the notes in the margin, or if he is 
referring only to this particular document and a clean copy of it 
might be furnished. 

Mr. Rocers. I have not seen exhibit 1. What are those—pencil 
notations? I would not care. 

Mr. Ruopes. If they were included, I would ask they be identified 
as to author. 

The CuHarrMan. The Chair used that memorandum for his personal 
use, and any document put in the record will be a clean document. 

Mr. Hatey. Mr. Chairman, I make a point of order a quorum is 
not present. 

The CuHarrMAN. The point of order is made that no quorum is 
present, and obviously no quorum is present, and it is 7 minutes to 
adjournment. The meeting is therefore adjourned. 

(At 11:53 a. m., the committee recessed to reconvene at the call of 


the Chair.) 
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DISCUSSION OF BUDGET BUREAU CIRCULAR A-47 


WEDNESDAY, MARCH 30, 1955 


Hovuse or REPRESENTATIVES, 
CoMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Washington, D. C. 

The committee met, pursuant to call, at 10:05 a. m., in the com- 
mittee room, New House Office Building, Hon. Clair Engle (chairman) 
presiding. 

The CuarrmMan. The House Committee on Interior and Insular 
Affairs will be in order to hear the Secretary of the Interior who has 
been invited to appear before the committee to discuss the revisions 
of Budget Circular A-47. The Secretary, I believe, has a prepared 
statement, which has been delivered to the members. Without 
objection, the Secretary will be permitted to read his statement with- 
out interruption, and thereafter the questioning will be under the 
5-minute rule in order to allow a little more general covering of 
questions by members of the committee. 

Without objection, that will be the order of the Chair. 

Mr. Secretary, we are very happy to have you here, and by the order 
just made by the committee you may proceed to read your statement 
without interruption, and thereafter the questioning will be under 
the 5-minute rule. 


STATEMENT OF HON. DOUGLAS McKAY, SECRETARY OF THE 
INTERIOR; ACCOMPANIED BY W. A. DEXHEIMER, COMMIS- 
SIONER OF RECLAMATION; AND ELMER BENNETT, LEGISLA- 
TIVE COUNSEL, DEPARTMENT OF THE INTERIOR 


Secretary McKay. Mr. Chairman and members of the committee, 
I welcome this opportunity to discuss with you matters of mutual 
concern relating to the Nation’s water resources development pro- 
grams. As suggested in the chairman’s letter dated March 7, 1955, 
my statement relates to (1) the instructions to the executive depart- 
ments set out in Bureau of the Budget Circular No. A—47 and (2) 
the administration’s power policy and partnership approach. 

Before beginning my remarks on Budget Circular A-47 I want to 
say that many of the problems in the field of natural resources are 
presently under review by the Presidential Advisory Committee on 
Water Policy, of which I am chairman. Some of these problems 
relate directly to the guidelines outlined in A-47 and it is my under- 
standing that the circular will not be revised until completion of this 
committee’s report. It is altogether possible that the committee’s 
recommendations will resolve within the executive branch most, if 
not all, of the differences now existing. The revised circular will, of 
course, take into consideration the recommendations made by the 
Advisory Committee. When these problems are resolved the posi- 
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tion taken may not always coincide with the views I am expressing 
this morning. 

I am well aware of your interest and responsibilities in these matters. 
The final decision, of course, rests with the Congress. 

I would like to emphasize that discussion of the particulars of the 
budget circular may lead to an erroneous conclusion that they are 
the exclusive test of acceptability of projects. Such is not the case. 
Other considerations very properly enter into a final decision. Let 
me quote from the Budget Director’s letter on the Colorado River 
storage project: 

The basinwide planning and close Federal-State cooperation which underlie 
your report carry out this administration’s approach to water resource develop- 
ment. 

It is recognized that a basic purpose of the reclamation laws is to spur develop- 
ment in the West. Consequently, it follows that the justification of a reclamation 
project is not adequately measured by a simple comparison of project costs with 
the dollar value of the agricultural produce and other goods and services directly 
produced by the project. 

As Director Hughes commented in his appearance before this com- 
mittee several weeks ago: 

We realize, of course, that the most the final document can co is to provide the 
guidelines and standards which are absolutely necessary for making better deci- 
sions in the difficult process of selecting projects to be recommended for authoriza- 
tion. Noone could hope to be wise and informed enough to devise a fixed formula 
that would always give the answer under every circumstance. 

Budget Circular No. A-47, issued on December 31, 1952, sets forth 
standards and procedures to be considered by Federal agencies in 
submitting reports and budget estimates concerning water and related 
land resources. The broad topics covered include program and 
project planning, evaluation, cost allocation, and reimbursement. 
The circular sets forth in considerable detail certain economic engineer- 
ing and other criteria to be used as guides by the agencies. The 
general objective of Circular A-47, which I endorse, is to encourage 
the adoption of more uniform agency policies, standards, and practices 
and to provide a uniform procedure for the presentation of all informa- 
tion bearing on the merits of proposed projects. 

The provisions of the circular are not in conflict with the framework 
of existing law. However, there is latitude for differences of policy 
within that framework. One example is with respect to the length of 
the period of repayment for irrigation investments, as will be dis- 
cussed later. It should be noted that section 4 of the circular, as 
discussed by Director Hughes, specifically provides that: 

The standards and procedures set forth in this circular shall not be regarded 
as authorizing any deviation from general or specific requirements of law. 


I am in agreement with the general objectives of the circular. I 
believe it is necessary and proper for the President to promulgate 
criteria governing the policies and procedures to be followed by the 
executive departments 1 in formulating programs and budget estimates 
which ultimately become the President’s program and bu dget. While 
it is not possible to achieve complete uniformity in the light. of different 
laws, it is feasible and desirable to achieve a substantial degree of 
uniformity within the limits of existing legislation. It is recognized, 
of course, that complete uniformity in all aspects of water resources 
is not necessarily desirable even if it were legally possible. 

At the request of the Bureau of the Budget, the Department of 
the Interior, and other Federal agencies, made a careful review of 
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Circular A-47 a little over a year ago. In our letter to the Director 
of that Bureau, dated January 14, 1954, we stated, in part, as follows: 

The adoption of standards and procedures to be used in the review of water 
and related land resources development reports is desirable and we appreciate 
the opportunity to submit comments and suggestions. The perfecting of Budget 
Circular A—47 is desirable but it should not be considered as obviating the need 
for revision or replacement of existing laws relating to conservation, development, 
and use of water and related land resources. There is need for continued efforts 
directed toward obtaining full coordination of implementing laws relating to 
these important fields of work. Difficulties in developing applicable standards 
and procedures arise in large part from variations in basic legislation and objectives 
of the different programs. 

While the Department generally agrees with the overall objective 
of Circular A-47 we do not completely agree on all of the matters 
which have been set forth. Some of these involve matters of policy 
while others relate to engineering and economic principles, some of 
which are highly technical. Differences of opinion on matters of this 
sort are not unusual because in some cases the fundamental principles 
are still in the process of development. Progress has been, and is 
being, made in working out these differences. During the past year 
a working agreement on the complex problem of cost allocation on 
water-resource projects was worked out by the Department of the 
Interior, the Department of the Army, and the Federal Power Com- 
mission. Other matters, such as equitable cost sharing for all types 
of Federal programs, uniform basis of economic evaluation and inter- 
agency cooperation under the Hope-Aiken Act, are being discussed 
with the hope of early agreement. 

As I mentioned earlier, a close ‘ly related effort aimed at resolving 
problems associated with water-resources development is the current 
work of the Presidential Advisory Committee on Water Resources 
Policy. Through that committee, both general and specific policies 
and standards relating to the development of water resources are 
being reviewed. The general objective of this committee’s work has 
much in common with the A-47 objective as stated above. It is 
hoped that the committee’s recommendations will also include recom- 
mendations for such changes in legislation as may be necessary for 
improved review and coordination of the water and related land- 
resources-development programs. The committee may also recom- 
mend that the Congress consider new legislation to permit States and 
other non-Federal interests to participate more actively in the re- 
sponsibilities for the planning and financing of these important 
programs. 

Thus, orderly steps are being taken to resolve those problems of 
both policy and procedural matters, some of which are reflected in 
comments which we made on the Budget Circular A-47. 

With this general background I will now indicate some of the more 
specific aspects of Circular A-47 which, in my opinion, present 
problems in its use as a guide to discussions in formulating and select- 
ing desirable developments. These are listed as follows: 

1. Balanced consideration of measurable and nonmeasurable 
effects of projects. 
2. Period of analysis. 
3. Secondary benefits. 
4. Repayment period. 
5. Provision for future development. 
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1. Balanced consideration of measurable and nonmeasurable 
effects of projects: Evaluations of water resource programs and 
projects require balanced consideration of two main components: 
(a) an economic appraisal of those benefits and costs which are reason- 
ably measurable in dollar terms, such as increased income of farmers 
resulting from irrigation, drainage, or flood control, or the value of 
hydroelectric power production, and (6) adequate consideration of 
nonmeasurable or intangible benefits. The latter category is par- 
ticularly important and includes such things as provision of economic 
opportunities for a growing population, strengthening the resource 
base upon which the economy of the Nation rests, preservation and 
protection of scenic areas and of fish and wildlife, protection of life 
and health, and many others. Major programs of several Federal 
agencies were initiated and are maintained to meet these objectives 
which can be only partially measured by monetary gains. 

Both the measurable and intangible aspects of evaluation must 
necessarily reflect an important measure of judgment. Circular 
A-47 does, in brief, recognize both aspects but there is an inherent 
tendency to overemphasize the measurable items even though the 
nonmeasurable or intangible items may be of equal or greater im- 
portance. Our comments on A-47 referred to this matter as follows: 

Perfecting of procedures for analysis will never overcome or compensate for 
weaknesses in or lack of basic data. As a result we believe that some of the rigid 
limitations set forth in the circular should be modified to permit greater flexibility 
based on practical judgment on an individual case basis. Intangible values, which 
frequently are of real and important significance, can be given adequate considera- 
tion only when there is recognition that modification of a project on the basis of 
intangible values cannot be shown through precise computations in any economic 
aDalysis. 

I wish to emphasize the need for fuller recognition of the non- 
measurable effects of projects because in my opinion the fact that 
a benefit-cost ratio is less than unit does not necessarily mean that 
the project is not a desirable development. Benefit-cost ratios reflect 
only the measurable project effects and the nonmeasurable effects may 
frequently be of greater significance than those which are measurable. 
In short, it is my opinion that the benefit-cost ratio is a useful tool 
but that it has been given too great significance in deciding on the 
desirability of particular projects. It needs to be supplemented by 
an adequate realization of the significance of the nonmeasurable or 
intangible project effects. 

2. Period of analysis: Circular A-47 has limited the period of anal- 
ysis of a project to the economic life of the project or 50 years, which- 
ever is shorter. We recognize the merit of a 50-year period as repre- 
senting a conservative limit on which to base the investment of Fed- 
eral funds and believe it is suitable for most water resources projects. 
However, with particular respect to irrigation development, the De- 
partment’s comments have indicated this would tend to limit the 
scale of development below that considered desirable from a compre- 
hensive public viewpoint and would be contrary to the true life expect- 
ancies of the works involved. 

» We have recommended that the economic life of the project, but 
not exceeding 100 years, be used as the period of analysis. 

3. Secondary benefits: Circular A-47 provides that the evaluation 
of projects should “be based mainly upon primary benefits.” For irri- 
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gation projects, we have found it desirable to include an evaluation 
of the secondary effects, because for the areas concerned these are 
often just as real as the primary effects of the project. Accordingly, 
our comments on Circular A-47 have included recommendations for 
the inclusion of secondary benefits. 

In the technical field of economic evaluation, the Department’s 
practice of using indirect irrigation benefits has been somewhat con- 
troversial. These benefits represent increased off farm profits from 
sales and processing of increased farm production and from increased 
farm purchases. Also, they include the values attributable to in- 
creased settlement and investing opportunities, enhancement of com- 
munity facilities, and stabilization of the local and regional economy. 

While there is general recognition that such values are created by 
the projects, agreement has not been reached as to how such values 
are properly measured and the extent to which they should be used 
in a comparison of monetary benefits with costs. 

It has been suggested by the Bureau of the Budget that considera- 
tion be given to establishing conservancy-type districts to insure 
contributions for repayment by those receiving such secondary bene- 
fits. This means of inducing greater financial participation by local 
beneficiaries has merit. In some States, I believe, enabling legislation 
would be required. In each case such an arrangement would be 
dependent on local support. It is to be noted that in our multi- 
purpose projects, where power and sometimes municipal water rev- 
enues are used in aid of irrigation, there has already been practiced 
a very serviceable means of gaining regional financial support for our 
developments. 

4. Length of repayment period: Circular A-47 establishes the length 
of the repayment period as 50 years, plus a development period in the 
case of irrigation. It also permits the application of surplus power 
and municipal and industrial water revenues in aid of irrigation within 
the power payout period. For power and municipal water, the 50- 
year limitation may be adequate but for irrigation a longer repayment 
period has frequently been found necessary. Irrigation repayments 
are limited by the payment capacity of the water users. For most 
irrigation developments such repayment capacity would be insuffi- 
cient to repay all costs in 50 years. Since the usefulness of most 
irrigation projects extend far beyond the first 50 years, we have recom- 
mended that a longer repayment period be permitted for irrigation 
when justification is presented. 

5. Provision for future development: By requiring full repayment 
arrangements prior to construction, Circular A—47 placed rigid limita- 
tions on the provision for future requirements that could be included 
in proposed projects. Our position has been that the decision as to 
provision for future requirements, such as inclusion of reservoir 
capacity for additional units of a project, is one that can be made 
satisfactorily only through exercise of judgment on a case-by-case basis 
rather than by an arbitrary formula. This is the basis upon which 
the Central Valley project and the Columbia Basin project have been 
developed. The dangers of overbuilding on the one hand and under- 
development on the other hand, may be appraised for each project 
and an optimum scale of development should then be selected in the 
light of all factors. 
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I turn now to the power partnership policy of this administration, 
which was announced, with the approval of the President, by the 
Department of the Interior on August 18, 1953. 

enerally, the power policy recognizes that the primary responsi- 
bility for supplying the power needs of an area rests with the people 
locally. The responsibility of the Department of the Interior is to 
give leadership and assistance in the conservation and wise utilization 
of natural resources. Interior does not assume that the Federal 
Government has the exclusive right or responsibility for the construc- 
tion of dams or the generation, transmission, and sale of electric energy 
in any area, basin, or region. In general, we will not oppose the 
construction of facilities which local interest, either publicly or pri- 
vately owned, are willing and able to provide in accordance with 
licenses and other controls of the Federal Power Commission or other 
appropriate regulatory bodies and which are consonant with the best 
development of the natural resources of the area. 

It states that the Department will construct and operate trans- 
mission lines that are economically feasible and necessary for proper 
connection and operation of federally owned generating plants. The 
Department will also construct and operate transmission lines to 
carry power to load centers unless other public or private agencies 
have or will provide the necessary facilities upon reasonable terms. 
These terms are to be such that federally produced power will be made 
available to customers at costs not higher than would result from the 
construction of transmission facilities by the Federal Government. 

In the disposal of federally produced power preference will be 
iven to public bodies and cooperatives. Rates for such power will 
e the lowest possible consistent with sound business principles and 

will be sufficient to return the capital investment in generation and 
transmission facilities, with interest, to the Treasury in not more 
than 50 years. In addition, if reclamation costs are assigned to 
power, rates shall be such as to recover these additional costs within 
a reasonable time. 

This, in brief, is our power policy. It is a positive program. A 
a that will push forward with Federal public power as it can 

e generated in multipurpose dams. A program that will make a 
valuable contribution to the power supply of the country. 

District Federal participation in water resources development is 
provided for in the President’s recent budget message which further 
implements this administration’s power policies. It was recommended 
that the Department of the Interior be authorized to undertake the 
construction of two comprehensive river basin improvements. These 
projects, requiring an eventual investment by the Federal Government 
of over a billion dollars, are beyond the capabilities of local initiative, 
public or private, but they are needed for irrigation, power, flood 
control, and municipal and industrial water supply. As you will 
know, these projects are the Colorado River storage and the Frying- 
pan-Arkansas projects. 

Should the Congress authorize these projects, we contemplate 
immediate initiation of construction. A supplementary appropriation 
request will be made for $7 million, as noted in the President’s budget, 
to start these important resource developments. Their construction 
will continue the pattern of Federal construction of such large-scale 
projects as the Central Valley project in California, the Columbia 
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Basin project in Washington, and the Missouri Basin project in the 
Great Plains States. Here then is a practical application of our power 
policy which states: 

The Department will particularly emphasize those multipurpose projects with 
hydroelectric developments which, because of size or complexity, are beyond the 
means of local, public or private enterprise. 

We believe they meet the administration’s standards and we are 
actively supporting their authorization. 

But this is only one part of our direct Federal construction program. 
The President’s budget also recommends the appropriation of money 
to start construction on other reclamation projects—small, with an 
estimated total cost of $33 million, but nevertheless important in our 
program. These projects are: Foster Creek Division, Chief Joseph 
Dam project, in the State of Washington; Haystack equalizing reser- 
voir, Deschutes project in Oregon; Michaud Flats project in Idaho; 
the Palo Verde project in Arizona and California; and the Santa Maria 
project in California. 

I would like to emphasize that the budget contemplates appropria- 
tions for the fiscal year 1956 in the amount of $176 million for the 
Bureau of Reclamation. This includes the planning, operation and 
continuation of construction on 63 projects in the 17 Western States. 
I might further add that $201 million has been requested for all of 
Interior’s water and power agencies for fiscal 1956 as compared to 
$195 million for 1955. 

One of the primary considerations in establishing the partnership 
power policy has been the need for an adequate supply of power. In 
areas in which the Federal Government has been a major producer of 
power, the threat of shortages has become almost chronic. It is esti- 
mated that an investment of more than $200 million a year is required 
in the Columbia Basin alone for the installation of major dams and 
hydroelectric facilities to keep pace with normal electric power growth. 
This does not include expenditures for irrigation or other purposes 
associated with water development. Obviously, the Federal Govern- 
ment alone cannot undertake the financing of such a program. 

Here is where our power partnership policy enters. This is what is 
meant by “‘partnership.’’ The idea is very simple. It is based on the 
concept of individual initiative with Government cooperation. Be- 
cause of the large expenditures required to assure that our power needs 
will be fully met, this Department has encouraged State and local 
public bodies and private organizations to supply their own power 
needs and to share with the Federal Government in the development 
of our water resources. Thus, the Federal Government will be in a 
better position to contribute toward the cost of those necessary proj- 
ects which, because of size or complexity, are beyond the capability 
of State or local groups to finance or which provide benefits of a broad 
public nature. 

This brings up a question, often asked as to just who are these local 
groups or local interests with whom we hope to cooperate: 

In our concept local groups are those people with legitimate interest 
in developing the resources of an area. In this term we include: Pri- 
vate persons, States and other political subdivisions, public power dis- 
tricts, irrigation districts, public utility districts, corporations, pri- 
vately owned public utilities or other responsible non-Federal groups 
regional in character. If they are financially capable of developing 
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the natural resources of an area, we are willing to be partners with 
them or, if able, they should proceed alone. We do insist that projects 
will proceed in a comprehensive manner to assure maximum develop- 
ment of our resources for multiple uses including power, fish and 
wildlife, recreation, municipal and industrial water, irrigation and 
other beneficial uses. 

Another question we frequently hear is: Where is your set of 
regulations or procedures for the implementation of the partnership 
program? We have no hard and fast rules. We cannot, and do not 
want to define partnership in narrow terms of regulations which may 
exclude some favorable proposals. What we do want is local initiative 
suited to its particular locality and conditions. We will examine 
each partnership proposal on its own merits placed in the proper 
perspective of local physical, economical, and financial circumstances. 
We do not expect that conditions on the St. Lawrei.ce seaway will be 
the same as those in the Pacific Northwest or in the Missouri Basin 
orin Alabama. But we do expect partnership proposals to be tailored 
to existing conditions. 

It is our conviction that State and local public bodies and private 
organizations are willing to assume responsibility for power develop- 
ment if they are encouraged to do so and if they know their efforts 
will not be wasted. This disposition on the part of non-Federal 
groups to develop their own power sources is evidenced by the large 
increase in the number of applications to the Federal Power Com- 
mission for permits and licenses to investigate and construct hydro- 
electric projects. During the calendar year 1953, the Federal Power 
Commission issued permits and licenses for water-power projects 
which, if constructed, would provide for the ultimate development of 
approximately 1,597,000 kilowatts of power capacity. More than 
half this capacity would be provided by the St. Lawrence development 
of the Power Authority of the State of New York. During the 
calendar year 1954, the Federal Power Commission issued permits and 
licenses for water-power projects which, if constructed, would provide 
for the ultimate development of approximately 5,537,000 kilowatts of 
power capacity. The largest of these proposed developments would 
be at the Priest Rapids site on the Columbia River. As of December 
31, 1954, applications for permits and licenses were pending before the 
Federal Power Commission involving approximately 8,166,000 kilo- 
watts of power capacity. This includes applications of the Idaho 
Power Co. to develop the Hells Canyon site on the Snake River. 

The Administration’s partnership program has the approval of 
Congress in several instances. Under legislation passed by the 83d 
Congress, local agencies would be permitted to develop the power 
potentialities of the Priest Rapids site on the Columbia River in 
accordance with the terms and conditions of a license issued pursuant 
to the Federal Power Act. Provision is made for the inclusion of 
navigation and flood control facilities at Federal expense either as a 
part of the initial construction or at a later date. A permit has been 
issued by the Federal Power Commission to the Grant County 
Public Utility District to make the necessary studies and investiga- 
tions for applying for a license. Already constructions plans are 
being drawn, power markets are being studied, and core drillings are 
being made. 










BUDGET BUREAU CIRCULAR A—47 AND POWER PARTNERSHIP 45 













































vith Another example of partnership at work is the Markham Ferry 
acts power and flood control project in Oklahoma. Legislation passed by 
lop- the 83d Congress authorized construction of the Markham Ferry Dam 
and and Reservoir by the Grand River Dam Authority, an agency of the 
and State of Oklahoma, in accordance with the Federal Power Act and in 
accordance with the plans of the Chief of Engineers for flood control 
! ef operations. The legislation further authorized investment by the 
hip United States Government for flood control purposes. Although the 
not construction and operation of this development by the Grand River 
nay Dam Authority had been proposed for some time, impetus to the 
ge final adoption of the necessary legislation was given by the Adminis- 
\ine tration’s support of the partnership concept. 
per Again, in the case of the Coosa River development in Alabama, 
ots. the ‘Congress has endorsed the partnership principle. Legislation 


be passed by the 83d Congress suspends the authorization for the de »velop- 
ment of the Coosa River by the United States Corps of Engineers to 


ain permit development under the Federal Power Act and in accordance 
with the terms of the act of Congress. The act requires the licensee 

ate to make provision for flood control storage and the future economical 

op- construction of navigation facilities. 

ota In his state of the Union message, the President stated: 

oral 3 * * * T believe that the Nation must adhere to three fundamental policies: 


rge j First, to develop, wisely use, and to conserve basic resources from generation to 


m : generation; second, to follow the historic pattern of developing these resources 

r ; primarily by private citizens under fair provisions of law, including restraints 

lro- i for proper conservation; and third, to treat resource development as a partner- 
Pp Pp 


wer i ship undertaking—a partnership in which the participation of private citizens 


cts ; and State and local governments is as necessary as is Federal participation * * * 
sal 4 the Federal Government must shoulder its own partnership obligations by uader- 
0 : taking projects of such complexity and size that their success requires Federal 
nan ; development. 
= In his budget message, the President stated: 
und An important policy of this Government is to encourage an increased sharing 
ide by State and local governments of our long-range development projects. 
3 of 4 The Department’s programs and policies fully implement the 
u artnership principles established by the President. The Depart- 
| 5 p 
b ment has not opposed hydroelectric power development by non- 
er I 
the Federal groups, either public or private, where such development is in 
ilo- accord with a plan assuring optimum use of our water resources. The 
: Department is shouldering its share of the partnership operations by 
nho : ; Fume S Y rship op 7 
: directing its efforts toward the construction of projects which, because 


of of their nature or size, must be built by the Federal Government. 


83d : Mr. Chairman, this concludes my prepared statement. I and my 
wer staff will be glad to try and answer any questions that you may have. 
in i I would like to note here that I have not gone into one phase of 
ant i A-47 mentioned in your letter of March 7. That is the effect of the 
of budget circular on present projects. However, my staff has pre- 
sa pared and Commissioner Dexheimer is ready to go into this for a 
een representative group of projects. 
nty ‘The Cuarrman. Mr. Secretary, under previous order of the com- 
ga- : mittee each member of the committee will be recognized for 5 minutes. 
are . I would like to ask a few questions. 
are . Mr. Hughes appeared the other day and said that the proposed 


amendment to A-47 was a nebulous idea which was subject to crystal- 
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lization by comments from the various departments, and that com- 
ments of the Interior Department would, of course, have very great 
weight with the Bureau of the Budget with reference to the final form 
that these proposals would take. We are, of course, interested in a 
system of planning and reporting on reclamation projects which will 
take us forward and not backward. 

Now there are two things that concern me about the proposals 
as presently set up, both in the original A-47 and in the proposed 
amendment to it. 1 

By the way, without objection, Circular A-47, plus the proposed 
amendments, will be made a part of the record at this point so that the 
record itself will show what we are talking about. Without objection, 
that will be the order of the Chair. 

(The documents referred to follow:) 

EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BupGeEt, 
Washington, D. C., December 31, 1952. 
To the heads of executive departments and establishments. 
Subject: Attached Bureau of the Budget Circular No. A—47. 

In connection with the attached circular, it is desired to bring to your attention 
a memorandum regarding the circular which is being sent to the heads of the 
agencies having responsibility for the development of water and related land 
resources programs. The memorandum is as follows: 





EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., December 31, 1952. 


Memorandum for: Secretary of Agriculture; Secretary of the Army; Secretary 
of Commerce; Secretary of the Interior; Secretary of State; Chairman of the 
Federal Power Commission; Administrator of the Federal Security Adminis- 
tration; Chairman of the Board of the Tennessee Valley Authority. 

Subject: Bureau of the Budget circular on water resources projects. 

The attached Bureau of the Budget Circular No. A—47 is designed to set forth 
the standards and procedures which will be used by the Executive Office of the 
President in reviewing proposed water resources project reports and budget 
estimates to initiate construction of such projects, submitted in accordance with 
existing requirements. 

It has been generally recognized that the absence of a clear statement of uniform 
standards and procedures has resulted in delays and difficulties in the clearance 
of project reports. The attached circular, which has grown out of more than 2 
years of work in the review of water resources policy, is intended to bring together 
certain of the existing policies of the President which have been set forth from 
time to time in Executive Office action on project reports, and in some cases to 
develop modified standards for action on project reports. 

While there is general agreement on most of the substantive provisions of the 
circular, there remain some differences of opinion with respect to the position 
taken on certain issues. As indicated in the circular, however, its issuance is in no 
way intended to restrict the content of agency reports submitted to the Bureau 
of the Budget for review on behalf of the President, nor to determine the position 
which agencies may take with regard to substantive issues. However, it is hoped 
that, within the framework of existing general provisions of Jaw, the circular will 
encourage the adoption of more uniform agency policies and standards, and that 
it will give the agencies a better basis for presenting all the pertinent information 


which has a bearing on the merits of proposed projects. Also, since most project : 
reports submitted to the Bureau become the basis for proposed legislation, it is ; 
believed that issuance of the circular will be helpful in pointing up specific policy j 


areas which may require special attention by the President and by the Congress. 
It is to be assumed that experience in the application of the circular will show the 

need from time to time for modification in its provisions. In particular, it is 

recognized that further study and refinement will be desirable with respect to 

(1) the measurement of project benefits, (2) the method of allocating project costs, 

and (3) the price level assumptions to be used in evaluating both benefits and costs. . 
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The Bureau of the Budget wishes to express its appreciation for the great 
assistance which has been given by many individuals in the agencies concerned in 
the preparation of this circular. It wishes also to acknowledge the value of the 
report of the President’s Water Resources Policy Commission in the preparation 
of this circular. 

This memorandum is being sent to the heads of all agencies having responsibility 
for developing water and related land resources programs. 


FREDERICK J. Lawton, Director. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., December 31, 1952. 


CrrcuLtar No. A-47 


To: The heads of executive departments and establishments. 
Subject: Reports and budget estimates relating to Federal programs and projects 
for conservation, development, or use of water and related land resources. 


1. Purpose 

The policies of the President with regard to programs and projects for the 
development of water and related land resources have been established from time 
to time both as a part of the normal budget and legislative review process under 
Bureau of the Budget Circulars No. A-—11, Instructions for the Preparation and 
Submission of Annual Budget Estimates, and No. A-19, Reports and Recom- 
mendations on Proposed and Pending Legislation, and as a part of the review of 
te ab reports under Executive Order 9384, Submission of Reports to Facilitate 

udgeting Activities of the Federal Government. This circular is intended to 
draw together certain of these policies for water resources programs and projects 
and to provide the agencies in advance with a better understanding of the con- 
siderations which will be used in determining the relationship of a proposed 
program or project, or budget estimate, to the program of the President. 

The’standards and procedures set forth in this circular will be used by the 
Executive Office of the President in reviewing agency reports and budget estimates 
subject to its provisions, in order that uniform policies may be applied with a 
view toward (a) establishing priority for projects yielding the greatest value to 
the Nation, and (b) securing effective resources development at minimum neces- 
sary cost. The priority among programs or projects meeting the standards and 
procedures set forth in this circular, and action upon budget estimates to initiate 
such programs or projects, necessarily will also depend on budget policies estab- 
lished from year to year to meet current economic conditions. 


2. Authority 


Executive Order 9384, October 4, 1943, requires submission to the Bureau of the 
Budget of reports relating to or affecting Federal public works and improvement 
projects. Bureau of the Budget Circular No. A—19, Revised, requires submission 
to the Bureau of agency reports on proposed and pending legislation. Bureau 
of the Budget Circular No. A—11, Revised, outlines the requirements for prepara- 
tion and submission to the Bureau of annual budget estimates. This circular, 
No. A-47, supplements the requirements of the Executive order and circulars 
referred to, and is issued pursuant to the authority cited therein. 


8. Coverage 

This circular relates to Federal programs or projects for the conservation, de- 
velopment, or use of water and related land resources. It applies to any report 
and to any budget estimate to initiate construction of a program or project, 
which, by the terms of the Executive order and circulars referred to in paragraph 
2, is required to be submitted to the Bureau of the Budget and which involves a 
program or project of the type referred to in the first sentence of this paragraph. 
It does not apply to budget estimates for electric transmission lines or steam elec- 
tric generating plants required in connection with water resources projects. 


4. Compliance 

(a) Relation to existing law.—The standards and procedures set forth in this 
circular shall not be regarded as authorizing any deviation from general or specific 
requirements of law. Whenever a report or budget estimate varies from such 
standards or procedures because of a requirement of existing law, the variation 
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shall be indicated and reference made to the section of law imposing such require- 
ment. 

(b) Application to budget estimates.—Except as provided in paragraph 4a, a 
budget estimate subject to this circular shall conform to the standards and pro- 
cedures set forth herein. 

(c) Varéations from circular.—This circular shall not be regarded as requiriag an 
an agency to submit a report which is coatrary to its views. However, any report 
which varies from the standards and procedures set forth herein because of agency 
policies shall, in the same manner as indicated in paragraph 4 (a), be accompanied 
by a statement of the reasoas for the variation. Each report shall contain or be 
accompanied by appropriately documented information to indicate the exact 
extent to which the standards and procedures established herein have been 
followed in the preparation of the report. Where the preparation of the basic 
report is so far advanced on the date of issuance of this circular that it would be 
impracticable to furnish the informetion required by this circular, this fact will 
be taken into account in the consideration of the report. All reports submitted 
after July 1, 1953, however, must conform to the requirements of this circular. 


5. Definitions 


For the purposes of this circular: 

(a) ‘‘Project’”’ means any integral physical unit or several component and closely 
related units or features, or any system of measures, undertaken or to be under- 
taken within a specified area for the control or development of water or related 
land resources, which can be considered as a separate entity for purposes of plan- 
ning, evaluation, financing, construction, management, or operation. Separable 
units or features will generally be considered as separate projects. 

(b) ‘‘Program” means any combination or system of two or more interrelated 
projects. 

(c) ‘‘Benefits,’”? as used for purposes of evaluation of proposed programs or 
projects, means all the identifiable gains, assets, or values, whether in goods, 
services, or intangibles, whether primary or secondary, and whether measurable 
in monetary or nonmonetary terms, which would result from the construction, 
operation, or maintenance of a program or project. 

(d) ‘‘Primary benefits’? means the identifiable gains, assets, or values directly 
resulting from any program or project. 

(e) ‘Secondary benefits’? means identifiable gains, assets, or values other than 
primary benefits of a program or project which are properly creditable to the 
program or project. 

(f) ‘‘Economic costs,’’ as used for purposes of evaluation of proposed programs 
and projects, means all the financial costs of the program or project except investi- 
gating, surveying, and planning costs incurred prior to authorization; and all the 
other identifiable expenses, losses, and liabilities, whether in goods, services, or 
intangibles, whether direct or induced, and whether measurable in monetary or 
nonmonetary terms, which are incurred as a result of constructing, operating, or 
maintaining a program or project. 

(g) ‘‘Financial costs’? means all the monetary outlays made in connection with 
&@ program or project and interest costs connected therewith; i. e., the construction 
costs, the operation and maintenance costs, and interest on the unliquidated 
balance of the reimbursable construction costs. When applied to allocations 
made to irrigation for repayment purposes under paragraphs 7 (a) and 18 (6), 
“financial costs” shall not include interest on the irrigation construction costs. 

(h) “Construction costs’? means expenditures (amounts paid and payable) for 
the initial project construction and the net replacements and additions of signifi- 
cant units thereof, including contract work, materials and supplies, labor, and 
use of equipment; acquisition of lands, easements, rights-of-way, and water 
rights; costs of relocating facilities and the settlement of damage claims; interest 
during construction; any capital expenditures for protection of public health, 
for preventing loss of or damages to recreation, fish and wildlife and mineral 
resources, and scenic, archeological, and historical values; any capital expendi- 
tures for the replacement of recreation and fish and wildlife resources damaged 
or destroyed by the project; the appropriate portion of engineering, administrative 
and general expenses of the agency relating to the project; and all other amounts 
of expenditures specifically applicable to the investigations, surveys, plans, 
designs, and construction of the project. When applied to allocations made to 
irrigation for repayment purposes under paragraphs 7a and 18b, ‘‘construction 
costs” shall not include iaterest during construction on the costs allocated to 
irrigation. 
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(i) “Operation and maintenance costs’? means those expenditures for materials 
and supplies, labor, necessary services, equipment and operating facility use, and 
an appropriate portion of engineering, supervision and general expenses of the 
agency which are needed to operate a project once constructed and to make 
repairs, minor additions and replacements, and otherwise to maintain the project 
in sound operating condition for a maximum economic life. This includes any 
expenditures of the project, other than capital expenditures, for protection of 
public health, for preventing loss of or damages to recreation and fish and wildlife 
resources, and scenic, archeological and historical values; and any expenditures 
of the project, other than capital expenditures, for the replacement of recreation 
and fish and wildlife resources damaged or destroyed by the project. 

(j) ‘Net revenues’? means the difference between the total revenues of the 
program or project or separable purpose thereof and the properly allocable finan- 
cial costs of such program, project, or purpose. 

(k) “Reclamation” means making land suitable for productive agricultural 
use or increasing or maintaining its productive agricultural use by means of (1) 
irrigation; (2) drainage, excluding drainage undertaken. pursuant to section 2 of 
the act of December 22, 1944 (58 Stat. 887), and excluding drainage undertaken 
solely to counteract the effects of flood-control works; and (3) recharging of 
ground waters. 


6. State, local, and Federal participation 


Agencies responsible for developing proposed programs or projects shall, as 
now provided under certain laws and administrative practices, consult with the 
people of the area primarily affected and with the State and local governments 
and Federal agencies concerned. This consultation should take place at the 
earliest feasible stage and should be continued throughout the investigation, 
survey, and planning stages, in order that the views of these groups and agencies 
may receive adequate consideration. Such consultation need not be repeated 
at the time budget estimates to initiate a program or project are being prepared; 
however, budget estimates shall include the latest information available on the 
views of Federal agencies, States, and interested local groups as to priorities of 
project development, scheduling of construction, and willingnesss to comply 
with requirements for local participation. 


7. Information for inclusion in, and criteria for review of evaluation reports 


(a) The following categories of information, some of which are elaborated in 
later paragraphs of this circular, shall be included in the evaluation report pro- 
posing authorization of a new water or related land resources program or project. 
Under certain of the categories of information listed below, there are indicated 
the criteria which will be used by the executive office in the review of proposed 
program or project reports: 

(1) A description of the need for the production or services which would result 
from the program or project; the relation of the program or project to the other 
elements of the resource development program of the region in which the pro- 
gram or project is to be undertaken; the contribution of the program or project 
to balanced national conservation and development; and the efficiency of the 
program or project in meeting regional or national needs. 

An important consideration in the review of evaluation reports will be whether 
execution of the program or project, and within practical limits, execution of 
each separate part of a program or project, will be more economical than alter- 
native means available in the region for meeting the same needs. Where a 
single-purpose alternative is available, inclusion in a multiple-purpose program 
or project plan of any purpose of resource development will be considered only if 
the purpose is accomplished more economically through the multiple-purpose 
program or project than through the single-purpose alternative. A further 
consideration in the review of evaluation reports will be the relative economy 
of alternative means available on a national basis for meeting the needs to be 
met by the program or project. 

(2) A concise but complete estimate of all the benefits and all of the economic 
costs of undertaking the program or project. In addition to comparing the total 
benefits of the program or project with its total economic costs, the estimate 
should also show separately the particular benefits and economic costs attributable 
to each purpose of the program or project. Wherever appropriate, benefits and 
economic costs shall be expressed in monetary terms. Where monetary esti- 
mates cannot reasonably be made, the relative significance of such benefits and 
costs shall be stated in as precise and quantitative terms as possible. Because 
any long-term estimates are subject to wide margins of error, the results should 
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be expressed in ranges rather than in single figures. The estimate should be 
made from an overall public or national viewpoint and should indicate any 
+r roegg identifiable groups, localities, or districts receiving program or project 
enefits. 

While it is recognized that a comparison of estimated benefits with estimated 
costs does not necessarily provide a precise measure of the absolute merits of 
any particular program or project, one essential criterion in justifying any program 
or project will, except in unusual cases where adequate justification is presented 
be that its estimated benefits to whomsoever they may accrue exceed its estimated 
costs. Inclusion in a multiple-purpose program or project plan of any purpose 
of resource development will, except in unusual cases where adequate justification 
is presented, be considered only if the benefits attributable to that particular 
purpose are greater than the economic costs of including that purpose in the pro- 
gram or project. Monetary computations will be most useful in arranging pro- 
grams or projects, or parts thereof, serving the same purpose in the order of their 
economic desirability. 

(3) All data relating to the financial feasibility and to the allocation and 
reimbursement of financial costs prepared in accordance with the standards set 
forth in paragraphs 11-21. This shall include a statement as to the financial 
feasibility of reimbursable features of the program or project and the net effect of 
the program or project on the Federal Treasury. For this purpose the project 
report shall show an analysis of the sources of repayment or sharing of the financial 
costs of each of the purposes involved in the program or project. Financial costs 
shall be converted to an annual basis to make possible a comparison of annual 
— costs and annual revenues of any program or project or separable purpose 
thereof. 

(4) A statement as to the source and nature of, and an appraisal of the adequacy 
of, the basic information available and used during the preparation of such program 
or project and the methods employed in the analysis and interpretation of such 
basic information. 

(b) Requests for funds for the initiation of construction of a program or project 
following authorization shall be accompanied by a statement indicating the 
changes which have occurred, if any, since submittal of the original report upon 
which authorization was based, affecting the total cost, the economic evaluation, 
or the purposes of the program or project. If substantial changes have occurred, 
the request shall be accompanied by a revised evaluation report. 

8. Benefits to be included in evaluation 

The evaluation report prepared in accordance with paragraph 7 shall include an 
estimate of the primary benefits of the program or project. Unless the report 
sets forth clear justification for considering other factors, main reliance in the 
review of project reports will be placed on the following categories of primary 
benefits: 

(a) Reduction of flood damage, including damage from water and sediment, 
to land and other public and private property; and prevention of loss of life. 

(b) Increases in the expected net income obtained directly from changed use of 
the property made possible by any form of flood control. 

(c) Increases in expected net income from lands on which watershed treatment 
measures are to be installed as part of the program or project. 

(d) Increase in expected net farm income from additional production or reduced 
cost of production of farm products as a result of reclamation of land. 

(e) In the case of navigation projects other than harbor improvements, the 
transportation savings resulting from— 

(1) The differential between expected costs of movement by nonwater transport 
and expected costs of movement by water transport for those commodities which 
will be carried by land transport if the project is not built, but which will move 
by water if the project is built. 

(2) For traffic which will not move without the waterway improvement, but 
which will move by water if the project is built, the differential between the 
cost of transportation by waterway and the highest cost at which it would be 
feasible for the traffic to move. 

(3) Where the project improves an already navigable waterway, the differential 
between expected costs with and without the project of moving on the waterway 
traffic expected to move on the waterway even if the project is not built. 

(f) Direct benefits of shore protection. 

(g) Direct benefits from harbor improvements, including those for small boat 
traffic. 
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(h) Value of electric energy to be produced. This is equal to the lower of two 
figures: 

(1) The cost of equivalent energy from the cheapest alternative source of 
energy—private, Federal, or other—that is available, or could be expected to 
develop in the absence of the project, to meet the same power needs. Taxes and 
interest charges for this alternative source should be computed on a basis com- 
parable with the project. 

Notre.— Where the project plan includes the cost of constructing and operating 
the necessary facilities to transmit and distribute the project power to load centers, 
the costs of the alternative source with which the project is compared should also 
include transmission and distribution costs to the same load centers. Where the 
project plan does not include transmission costs, the total costs incurred by the 
alternative source in providing power at load centers should, for purposes of 
determining power benefits, be reduced by the transmission costs incurred in bring- 
ing the project power to the same load centers. 

(2) Value of power to users (considered as the highest price they would pay and 
applicable especially where the cost of alternative power would be prohibitive for 
particular users). 

(t) Value of municipal, industrial, and domestic water supply to be furnished, 
measured by the cost of obtaining equivalent supply from the cheapest alternative 
source that would most likely be used in the absence of the project, including the 
cost of development of the same source of water by the water users themselves as 
one of the alternatives. Taxes and interest charges for the alternative source 
should be computed on a basis comparable with the project. 

(7) Increases in the value of recreation and fish and wildlife resources expected 
as a result of the project. Although such benefits are usually not subject to meas- 
urement in monetary terms, complete information, in terms of the amount and 
type of expected use of recreation and fish and wildlife developments is required 
as a basis for comparison of the incremental costs and benefits of such develop- 
ments referred to in paragraphs 11 (c) and 19 (0). 

(k) Savings in the cost of water treatment or gains in the value of streams for 
industrial, municipal, and domestic water supply, and other uses, through the 
abatement of water pollution; and reduction in the cost of pollution abatement by 
streamflow augmentation. Such benefits should be calculated as the residual 
benefit possible after allowing for all direct measures to control pollution at the 
source that would normally be required or considered necessary by the public 
health authorities concerned. 

The evaluation prepared in accordance with paragraph 7 shall also include an 
estimate of any secondary benefits which the program or project will provide. 
The evaluation shall include a separate showing of total primary and total seccnd- 
arv benefits. Until standards and procedures for measuring secondary benefits 
are approved by the Bureau of the Budget, the evaluation shall be based mainly 
upon primary benefits. 

The evaluation shall also include an appraisal of the general benefits which 
will accrue through such effects as safeguarding life and public health, stabilizing 
national and regional food and raw materials production, and contributing directly 
to the improvement of technically underdeveloped areas within the Nation’s 
boundaries. 


9. Costs to be included in evaluation 


The evaluation prepared in accordance with paragraph 7 shall include an 
estimate of the total construction costs and the total operation and maintenance 
costs of the program or project, whether such costs are incurred by the Federal 
Government, State, and local governments, or private interests. 

Such an evaluation shall also include a statement of economic costs expected 
to be induced by the program or project, such as the costs of 

(a) Displacement of people. 

(b) Decreased value of lands, minerals, water quantity or quality, and other 
water or related land resources, where not reflected in market values. 

(c) Rectifying adverse effects upon sanitation, transportation, highway con- 
struction or maintenance, or other activities reasonably foreseen as being affected 
by the program or project. 

(d) Business losses, such as disruption of trade or diversion of waterborne 
traffic from existing ports or channels. 

(e) Losses in State or local tax revenues, adjusted for changes in costs of State 
oe. local government services caused by the existence of program or project 
acilities. 
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(f) Unprevented and uncompensated losses of or damages to fish and wildlife 
resources; recreation resources; and scenic, archeological, or historical values. 

(g) Abandonment of economically useful structures, such as locks and bridges. 

Such an evaluation shall also include an appraisal of other detriments to the 
general welfare, whether or not they can be measured in monetary terms, and 
o pe which will suffer any substantial injury should be identified so far as 
easible. 


10. Comparison of benefits and economic costs 


Benefits to be obtained and economic costs to be incurred throughout the 
assumed economic life of a program or project, as limited by paragraph 14 of 
this circular, where expressed in monetary terms, shall be converted to a common- 
time basis to facilitate the comparison called for in paragraph 7 (a) (2). Where 
benefits and economic costs are compared on an annual basis, interest on the 
construction costs should be included in the computation of average annual 
equivalents for total economic costs. Where the present net worth method of 
comparing benefits and economic costs is to be used, future benefits and economic 
costs should be discounted to present values. Using an interest rate to cumulate 
benefits and economic costs is necessitated where the net gain or loss at any 
oo time during the operation of the program or project is to be computed. 

etermination of the applicable interest or discount rate shall be made in accord- 
ance with paragraph 15, except for the interest rate on project costs to be financed 
by non-Federal sources. 


11. Purposes to which costs may be allocated and criteria for allocation of costs 


The evaluation report prepared in accordance with paragraph 7 shall include a 
tentative allocation of the construction costs and operation and maintenance costs 
of the program or project to the several purposes to be served, which allocation 
shall serve as the basis for the proposed reimbursement and cost-sharing arrange- 
ments recommended in the report. Proposals for the allocation of costs will be 
reviewed in accordance with the following standards: 

(a) Scbj-ct to the criteria set forth in paragraphs (6) and (c) following and para- 
graphs 19 and 20, costs of both separable and joint facilities shall be equitably al- 
located to the following purposes and to no other purposes: 

(1) Flood control. 

(2) Reclamation. 

(3) Navigation. 

(4) Watershed management. 

(5) Electric power and energy. 

(6) Domestic, municipal, or industrial water supply. 
(7) Recreation development. 

(8) Fish and wildlife development. 

(9) Pollution control or abatement. 

(6) Costs of programs or projects shall be allocated to the several purposes for 
which they are undertaken on the following basis: 

(1) The costs of facilities or features of a program or project used only for a 
single purpose of water-resource development shall be allocated to the respective 
purposes served by such facilities or features. 

(2) The costs of facilities or features of a program or project used jointly by 
more than one purpose of water-resource development shall be allocated among 
the purposes served in such a way that each purpose will share equitably in the 
savings resulting from combining the purposes in a multiple-purpose development. 

(c) Allocations of costs to items (8) and (9) of paragraph (a) above shall 
be governed by the following: 

(1) Allocations of costs to fish and wildlife shall be limited to the following: 

(A) Costs incurred for the development of fish and wildlife to the extent that 
such costs are to be borne by States, local governments, or local interests. 

(B) The increment of additional costs of a project incurred for fish and wildlife 
development if the fish and wildlife resources to be developed are determined by 
the Secretary of the Interior in accordance with present law to be of national 
significance, and if either (a) the work is proposed to be authorized as a part of a 
national fish and wildlife program and financed under appropriations made for 
that purpose, or (b) the letter transmitting the proposed report to the Congress 
contains proposed authorizing language stating the maximum amount of such 
costs which would be borne by the Federal Government. 

(2) Allocations of costs to pollution control or abatement shall be limited to 
those costs for that purpose which are to be fully reimbursed by the States, local 
governments, districts, or other interests concerned, including other Federal 
establishments. 
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12. Responsibility for allocation of costs on multiple-purpose programs or projects 


For purposes of this circular, the head of the agency responsible for construction 
of the program or project will be considered responsible for— 

(a) Making the initial tentative allocation of costs among the purposes to be 
served by a program or project. 

(b) Making a revised cost allocation prior to the submission of a budget estimate 
to initiate the program or project if the costs can be ascertained with greater 
accuracy at that time than at the time of submission of the project report, or if 
the designated use of the program or project is changed, or if the estimated costs 
have changed substantially. Where designated use is changed or estimated costs 
have changed substantially, the head of such agency shall also indicate the 
reasons therefor. 

Other agencies having responsibilities with respect to various purposes of the 
project, such as power marketing, rate approval, reclamation, navigation, flood 
control regulation, etc., shall be afforded full opportunity to consult and make 
their views known at both these stages in the determination of the cost allocation. 


18. Reimbursement and sharing of costs 

For the purposes of this circular, it is essential that definite determinations 
be made as to which part of the financial costs of a proposed program or project 
will be reimbursed to the Federal Government, which will be borne by others than 
the Federal Government, and which will not be reimbursed. With respect to 
financial costs to be reimbursed and cash contributions to pe made, the proposed 
source of funds therefor shall be clearly indicated. Where cash contributions 
are required, such requirement shall be expressed as a percentage of the construc- 
tion costs of the program or project, rather than in dollars. Where repayment is 
to oe made over 2 period of time, a tenative schedule of payments to be made 
to the Federal Government shall be established. With respect to any further 
financial costs to ne borne by others, such as contributions of property, the nature 
of the cost-sharing arrangements to be entered into by the Federal Government 
shall be indicated. With respect to nonreimbursable costs, the authority relied 
upon in declaring such costs to be nonreimbursable shall be clearly indicated; 
where no legislative authority exists, justification shall be presented for proposing 
that the costs be considered nonreimbursable. 


14. Length of repayment period 

Proposals for repayment of the Federal investment in a program or project will 
be reviewed in accordance with the following standards: 

(a) Rates and other charges for the products or services of a program or project 
shall be set so that rep2yments of the initia! Federal investment in the program 
or project can be accomplished within a period equal to the useful economic life 
of the proposed program or project, but not longer than 50 years, following the 
date on which the head of the sponsoring agency determines that benefits from the 
program or project will be available to the beneficiaries. This same period of 
time with the same Jimitation shall be used for computing benefits and costs of the 
proposed program or project. 

(6) In the case of a major replacement, modification, or addition to a project, 
the cost thereof shall be reimbursed within (1) the estimated useful economic 
life of such replacement, modification, or addition; (2) the estimated remaining 
useful economic life of the project to which it is an addition; or (3) 50 years, 
whichever is least, following the date on which the head of the sponsoring agency 
determines that benefits from the replacement, modification, or addition will be 
available to the beneficiaries. In the case of a major replacement, modification, 
or addition to a project serving power or domestic, municipal, or industrial water 
supply, the unliquidated balance of the initial Federal investment allocated to 
such purposes, together with any unpaid interest or other expenses may be pro- 
posed for rescheduling of repayment over the same period of time as is proposed 
for repayment of the cost of the major replacement, modification, or addition. 

(c) Where a major new power or domestic, municipal, or industrial water 
supply project or major portion thereof is to be operated in conjunction with, or 
as a part of, an existing system of projects serving the same purpose or purposes, 
the portion of the initial construction costs of the existing system allocated to 
that purpose which is unliquidated at the time such new project or portion of a 
project is to be added, together with any unpaid interest or other expenses, may 
be combined with those costs of the new project or portion thereof allocated to 
that purpose; and the rates and charges required for the repayment of the total 
combined costs may be computed so as to repay these costs over the useful eco- 
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nomic life of the new project or portion thereof but in not to exceed 50 years, 
provided that the system to which the new project is to be added has a remaining 
useful economic life at least equal to that of the proposed new project. For each 
proposed addition to an existing system, there should be a separate estimate of 
the benefits, economic and financial costs, and the revenues from or attributable 
to the new project or portion thereof. 


15. Determination of interest rate on Federal investment 


Interest for purposes of estimating reimbursements shall be calculated at a 
rate based upon the average rate of interest payable bv the Treasury on interest- 
bearing marketable securities of the United States outstanding at the end of the 
fiscal year preceding such computation which, upon original issue, had terms to 
maturity not more than 12 months longer or 12 months shorter than the eco- 
nomically useful life of the project or part thereof in which Federal investment 
is to be made. Where the economically useful life of the project is expected to 
be longer than 15 years, the rate of interest shall be calculated at a rate based 
ur a the average rate of interest payable by the Treasury on obligations, if any, 
outstanding at the end of the fiscal year preceding such computation, which, 
upon original issue, had terms to maturity of 15 years or more. 

If there are no such outstanding interest-bearing marketable securities of the 
United States with original terms to maturity not more than 12 months longer 
or 12 months shorter than the economically useful life of the project, or with 
original terms to maturity of 15 years or more, interest shall be calculated at a 
rate equal to the rate of interest payable by the Treasury on the issue of interest- 
bearing marketable securities of the United States outstanding at the end of the 
fiscal year preceding such computation which, upon original issue, had terms 
to maturity shorter than, but most nearly equal to, the economically useful life 
of the project. 

Where the average rate calculated by the methods prescribed above is not a 
multiple of one-eighth of 1 percent, the rate of interest shall be the multiple of 
one-eighth of 1 percent next lower than such average rate. 





16. Additional standards relating to power 


(a) Proposals for the incorporation in a program or project of power features 
will be reviewed in accordance with the criterion that total financial costs allocated 
to power shall be fully reimbursable. For this purpose, the project report shall 
include an estimate of the revenues to be obtained from the sale and disposition 
of the program or project power and any other funds which may be derived from 
the generation, transmission, sale, and disposition of such power, or activities 
incidental thereto. 

(6) Where a program or project contemplating immediate or eventual construc- 
tion of power facilities is proposed for legislative authorization, the report on such 
program or project shall include a statement of the views thereon of the Federal 
Power Commission, the agencies concerned with marketing power produced at 
Federal plants in the region, and other appropriate agencies. Agencies submitting 
such views shall be given reasonable notice by the agency proposing a program or 
project involving power facilities of the latter agency’s intention to complete the 
evaluation of the program or project. If the views of the agencies referred to 
above are not make known to the agency proposing the project within 90 days 
after completion of the main program or project report, the head of the agency 
proposing the program or project may submit the report thereon to the Bureau of 
the Budget without an accompanying statement of the views of these agencies. 

Such statements will be used in determining (1) the need for the additional 
power which such program or project would make available, (2) the cost of such 
additional power at load centers, compared with the cost of equivalent power 
from alternative sources in the same region, (3) the revenues which would be 
derived from the sale of the additional power, (4) the effect of the program or 
project on the rate of depletion of the fuel resources of the region or Nation, and 
(5) recommendations as to the timing of the installation of generating and other 
power facilities as part of, or incidental to, the program or project. 


17. Additional standards relating to flood control 


(a) In the preparation of any program or project report concerned with flood 
control, the head of the agency proposing such program or project shall give 
consideration in the report to all methods of preventing or reducing flood damage 
in each particular instance and shall include a report on the most effective and 





| 





years, 
aining 
r each 
ate of 
itable 


at a 
erest- 
of the 
ms to 
» eCo- 
ment 
ed to 
yased 
any, 
‘hich, 


f the 
ynger 
with 
at a 
rest- 
f the 
erms 


1 life 


1iot a 
le of 


tures 
‘ated 
shall 
ition 
from 
rities 


truc- 
such 
leral 
d at 
iting 
m or 
» the 
d to 
days 
ency 
u of 
cies. 
onal 
such 
wer 
i be 
nh or 
and 
ther 


lood 
vive 
age 
and 


AO AD RAG PN Ln SiS RRS ED Pe 





Oe rae Eu 


paste 










BUDGET BUREAU CIRCULAR A—47 AND POWER PARTNERSHIP 55 


most economical choice or combination of one or more of the following methods 
of alleviating flood damage: 

(1) Flood plain development and redevelopment, relocation, and zoning. 

(2) Sedimentation and runoff control. 

(3) Storage of floodwaters on cultivated fields, other watershed lands, or 
underground through appropriate measures. 

(4) Levee and flood-wall construction. 

(5) Reservoir storage. 

(6) Channel improvement and rectification, bank stabilization, and floodways 
and diversions. 

(7) Flood forecasting. 

(8) “ene other measures as will result in effective flood-damage prevention or 
control. 

If the head of the agency preparing such a report finds that flood damage can 
be prevented most effectively and economically through adoption by States, local 
governments, or districts of programs for flood-plain development and redevelop- 
ment, relocation, and zoning, or other similar measures, either in substitution for, 
or as a supplement to, construction of flood-control works, he shall include in his 
project report information as to the extent to which it may be feasible to enter 
into arrangements with such States, local governments, or districts providing for 
Federal assistance to them in carrying out such measures. Such information 
shall be included on the assumption that the State, local government, or district 
in question will be authorized to engage in such development, relocation, or zon- 
ing. As a guide for proposing such arrangements, the share of the cost which 
may be borne by the Federal Government as assistance to States and local govern- 
ments for such measures shall be no more than the share of costs which the Fed- 
eral Government would bear in prosecuting the most. economical alternative 
method of obtaining similar flood-control benefits. 

(6) The report on any program or project having significant main-stem flood- 
control benefits, except for those of the Tennessee Valley Authority, shall include 
a statement of the views of the Secretary of the Army or the Chief of Engineers 
on such aspects of the program or project. The report on any main-stem program 
or project having flood-control benefits, except for those of the Tennessee Valley 
Authority, shall include a statement by the Secretary of Agriculture indicating 
the effect any existing or potential flood-prevention programs in the tributaries 
and headwaters of the river would have on the economic justification and feasibility 
of the main-stem program or project. 

It would be expected that the views of the Corps of Engineers, the Department 
of Agriculture, and/or any other agency concerned would, ordinarily, be reconciled 
prior to the submission of a project report to the Bureau of the Budget. 

(c) Where benefits of the type described in paragraph 8b of this circular are 
attributed to a local flood-control project, the project report will be reviewed in 
accordance with the criterion that there shall be a payment or contribution toward 
the construction costs of the project equal to at least 50 percent of an amount 
determined by applying to the total construction costs of the project the ratio of 
the particular land-enhancement benefits involved to total monetary primary 
benefits as estimated in the evaluation report. To the extent feasible, a payment 
or contribution toward the costs of the program or project shall also be made where 
benefits of the type described in paragraph 8b of this circular are attributed to 
other flood-control or flood-prevention programs or projects. In determining 
the payment or contribution that should be required in these cases, the responsible 
agency should consider the value of benefits to local beneficiaries. The evalua- 
tion report shall explain how the portion of the cost to be borne by local benefi- 
ciaries was determined. 


18. Additional standards relating to reclamation 

(a) Appraisal of reclamation benefits. The report on any program or project 
having significant reclamation benefits shall include a statement of the views of 
the Secretary of Agriculture on the economic aspects of such phases of the prograr: 
or project and his estimates of the effect of such reclamation benefits on the short- 
range and long-range agricultural needs of the Nation and the region in which the 
program or project is located, and the place of the program or project within the 
framework of a desirable long-range program to meet the Nation’s and the region’s 
estimated requirements for food, fiber, and other agricultural commodities. 

The Secretary of Agriculture shall be given reasonable notice by the head of the 
agency proposing any program or project having significant reclamation benefits 
of the latter’s intention to complete an evaluation of the program or project. If 
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the report of the Secretary of Agriculture on the economic aspects of the reclama- 
tion phases of a program or project is not available within 90 days after the com- 
pletion of the main program or project report, the head of the agency proposing 
the program or project may submit the report thereon to the Bureau of the Budget 
without an accompanying report from the Secretary of Agriculture. 

(b) Repayment of irrigation costs. Consistent with the standards of this 
circular relating to repayment, irrigation project reports submitted for authoriza- 
tion by Congress may propose repayment of irrigation construction costs within 
50 years, with allowance for an additional development period of not to exceed 
10 years. 

Note.—Where irrigation projects are authorized administratively by the 
Secretary of the Interior under present law, repayment of the construction cost is 
based on the ability of the water users to pay over a period of 40 years, with 
allowance for an additional development period of not to exceed 10 vears, except 
that a longer period may be used where the costs are to be returned under con- 
tracts entered into pursuant to section © (e) of the Reclamation Project Act of 
1939. Projects in which the returnable allocations, together with nonreturnable 
allocations permitted by existing law, do not equal construction costs may be 
authorized only by act of Congress. 

Pending the enactment of general legislation dealing with the use of the interest 
component to show assistance in the retirement of construction costs allocated to 
irrigation, proposed irrigation project reports will be reviewed in accordance with 
the following criteria: 

(1) Irrigation aspects of proposed projects shall meet a test of economic justi- 
fication made in accordance with the principles, standards, and procedures set 
forth in this circular. 

(2) Net revenues from other purposes associated with the project may be 
proposed for use in helping to repay costs allocated to irrigation. 4 

(3) Where the cost allocated to irrigation is in excess of the sum of the antici- 5 
pated repayments by the water users and other identifiable irrigation beneficiaries, 8 
and any net revenues of any separable purposes of the project, the project revort 
shall identify these excess costs and may propose that they be borne by the Fed- 
eral Government as a subsidy to irrigation. Where a Federal subsidy is proposed, 
either by use of the interest component or otherwise, the project report shall 
clearly show the amount and composition of such subsidy, and the letter of trance 
m'‘ttal to the Congress shall contain proposed authorizing language stating the 
maximum amount of such subsidy to irrigation which would be berne by the 
Federal Government. As soon as feasible, arrangements will be made to show 
any such subsidy in the annual budget presentation to the Congress. } 

Note.—In determining financial feasibility of irrigation projects, the Depart- i 
ment of the Interior has construed Federal reclamation laws to permit the use of 
interest payments on the construction cost allocated to power or water supplv to 
show assistance in the retirement of construction costs allocated to irrigation that 
are in excess of the ability of the water users to repay. There has been no general 
legislation specifically dealing with this policy. The Bureau of the Budget. in 
clearance of project reports, has never specifically approved or disapproved the 
policy of applying the interest component to assist in the retirement of costs 
allocated to irrigation. The use of the interest component for this purpose 
raises several important policy problems: (a) the interest component represents 
an indefinite type of subsidy, (b) the interest component may be used to make a 
project appear to be financially feasible which is not economically sound, and 
(c) the size of the interest component necessarily varies with the size of the power 
or water-supply investment, and, therefore, the use of the interest component 
discriminates against irrigation projects which are not directly associated with 
power or water-supply projects or in which such investments are small in relation 
to the size of the total project. 








19. Additional standards relating to recreation 


Proposals for recreational aspects of Federal water-resources development pro- 
grams and projects will be reviewed in accordance with the following standards: 

(a) Recreation potentialities shall be given full consideration in the preparation 
and evaluation of proposed water resources programs and projects. The financial 
costs of those aspects of surveys, investigations, and planning required to provide 
a full and complete understanding of the recreation potentialities of these programs 
and projects shall be treated as a nonreimbursable Federal expense. 

(6) Recreation costs and benefits shall be dealt with on an incremental basis; 
i. e., costs specifically incurred for and benefits directly creditable to recreation 
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shall be evaluated and considered apart from other project costs and benefits. 
Only the incremental costs expected to be incurred in providing recreational 
facilities as described in the following paragraphs (e) and (/) shall be allocated to 
recreation. 

(c) Potential damages to existing recreation areas, facilities, or values shall be 

recognized in planning for water resources programs and projects, and the financial 
costs of prevention of such damage, or the replacement of such areas or facilities, 
to the extent practicable, shall be clearly set forth. All such costs shall be con- 
sidered as joint or common costs and equitably allocated among the major pur- 
poses served by the project. 
;- (d) Minimum basic facilities and services for protection of the program or 
project area and the accommodation or protection of the visiting public, usually 
at the location of the dam site, shal] not be considered recreational facilities, but 
necessary adjuncts to the construction of Federal projects. The costs of these 
facilities and services shall be considered as joint or common costs and allocated 
to the major purposes for which such projects are constructed. 

(e) When modification in the design of a project or additional development in 
the project area, including access roads, is required in order to make recreational 
values available to the public, such modification or development shall be included 
in the project proposal only if: 

(1) The States or local governments or other beneficiaries agree to repay the 
full cost thereof; or 

(2) Such values are clearly indicated to be of national significance in accord- 
ance with criteria set forth in paragraph (g) following; and if either (a) the work 
is proposed to be authorized as a part of the national park or national forest 
programs for this area and is to be financed by appropriations made for these 
programs, or (b) the letter transmitting the proposed report to the Congress 
contains proposed authorizing language stating the maximum amount of such 
cost which would be borne by the Federal Government. 

(f) Where the public interest in the protection and preservation of recreation 
values of any water-resources program or project require the purchase or the set- 
ting aside of a limited amount of additional land therefor, any costs thereof may 
properly be considered a Federal expense and allocated to recreation develop- 
ment. Where such recreation values are not of national significance, however, 
the costs of such purchase or setting aside of lands shall be recommended as a 
Federal expense only if State or local governments have, through an appropriate 
official, indicated an unwillingness or inability to protect and preserve such 
values. The acquisition of lands by the Federal Government to protect recrea- 
tion values shall ordinarily be restricted to areas to which access roads are likely 
to be built. In cases where recreation values are of State or local significance, 
the lands acquired by the Federal Government shall be sold, leased, or licensed, 
or (in exceptional cases) granted, under appropriate rules or regulations, to State 
or local governments for development as soon as possible. All funds derived 
from such sales or leases shall be deposited in the general fund of the Treasury. 

There shall be provided a specific list and description of such lands recom- 
mended for acquisition or withdrawal and the reasons why their acquisition or 
withdrawal is required to protect or preserve recreation values. 

(g) In determining whether the recreation resources of a Federal water re- 
sources project area are of national significance, the following criteria shall be 
considered: 

(1) The water resource project itself is such as to make it a subject of continuing 
nationwide public interest. 

(2) The presence within or adjacent to the water resource area of outstanding 
scenic, historical, scientific, or archeological values of interest to the genéral 
public makes development of the recreation resource a matter of national interest. 

(3) The recreation area, after development, will probably be used by a sub- 
stantial number of residents of States other than the State or States in which the 
project area is located. 

(4) The relation and proximity of the water resource project area to a national 
park, monument, national forest, or wilderness area is such that the recreation 
development will supplement the program on those federally administered areas. 


20. Additional standards relating to domestic, municipal, and industriol water 
supply 
Proposals for water supply aspects of Federal water resource development 
programs and projects will be reviewed in accordance with the following criteria: 
(a). Domestic, municipal; industrial, and other similar water supply shall be 
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considered primarily a local and State responsibility. The needs of communities 
and industries for water supply shall, however, be given full consideration in the 
investigations, surveys, and preparations of plans for Federal river development 
programs and projects. 

(b) Proposals for the incorporation in a Federal program or project of pro- 
visions for domestic, municipal, or industrial water supply shall be made only if the 
total financial costs to be allocated to this purpose will be fully reimbursed by the 
States, local goveraments, districts, or persons served. 


21. Provision in Federal water resources programs and projects for future require- 
ments 


Where a significant saving will result from inclusion in the original plan for a 
program or project of additional or enlarged structures, facilities, or parts thereof 
which will serve anticipated future non-Federal needs, as, for example, excess 
storage capacity in reservoirs for municipal or industrial water supply, provision 
for such inclusion may be made if— 

(a) The cost of including the facilities for anticipated future needs, including the 
properly allocable part of the joint costs of the program or project, represent not 
more than 15 percent of the total construction costs of the program or project. 

(b) All financial costs of such additions will be repaid within 50 years after the 
date on which initial use of such addition is begun, regardless of the degree to which 
the full capacity provided is utilized during that period. In arriving at the finan- 
cials costs of such additions, interest on the construction costs during the period 
of deferral of any use may be waived. 

(c) Reasonable assurance is given by local interests at the time the project report 
is prepared that initial use of the proposed addition to the program or project will 
begin within not more than 10 years, and a repayment contract is signed by local 
interests prior to the beginning of construction agreeing to start repayment within 
such 10-year period. 

By direction of the President: 

Freperick J. Lawton, Director. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., , 1956. 





CirrcutarR No. A-47 (REVISED) 


To the heads of executive departments and establishments. 
Subject: Reports and budget estimates relating to Federal projects for conser- 
vation, development, or use of water and related land resources. 


1. Purpose 

This revision of Circular No. A-47, which replaces Circular No. A—47, dated 
December 31, 1952, sets forth (a) certain requirements for submission of proposed 
project reports and of budget estimates to initiate construction of new projects, 
and (b) general criteria which will apply in the review of such reports and budget 
estimates by the Executive Office of the President to determine the relationship 
- = water and related land resources developments to the program of the 

resident. 

The role of the Federal Government in water resources programs and projects 
is cooperative, not preemptive, and the criteria to be applied are designed to limit 
Federal responsibility to those programs or projects which are not competitive 
with alternative means of obtaining effective resource development, in accord 
with the Fresident’s policy of encouraging State, local, and private initiative and 
responsibility in the development of natural resources. The standards set forth 
in this circular are also used to assure that uniform policies are applied to secure 
sound resources development at minimum necessary cost and to establish priority 
among programs or projects yielding the greatest value to the Nation. The 
priority among programs or projects, and action upon budget estimates to initiate 
such programs or projects, necessarily also depends on overall budget policies 
established from year to year. 


2. Relationship to other circulars 


This circular supplements the requirements of Budget Circular No. A-19, 
Revised, which requires submission to the Bureau of agency reports on proposed 
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and pending legislation, and of Budget Circular No. A-11, Revised, which outlines 
the requirements for preparation and submission to the Bureau of annual budget 
estimates. 


3. Coverage 

This circular applies to any report and to any budget estimate to initiate con- 
struction of a program or project for the conservation, development, or use of 
water and related land resources which is required to be submitted to the Bureau 
of the Budget by the circulars referred to in paragraph 2 above, and by Executive 
Order 9384 of October 4, 1943, which requires submission to the Bureau of reports 
relating to or affecting Federal public works and improvement projects. It does 
not apply to budget estimates for electric transmission lines or steam electric 
generating plants made in connection with water resources projects. 


4. Compliance 

(a) Relation to existing law.—The standards and procedures set forth in this 
circular apply within the framework of general or specific requirements of law. 
Whenever a report or budget estimate varies from such standards or procedures 
because of a requirement of existing law, the variation shall be indicated and 
reference made to the section of law imposing such requirement. 

(b) Departure from circular.—This circular shall not be regarded as requiring 
an agency to submit a report which is contrary to its views. Whenever a report 
submitted by an agency varies from the standards and procedures set forth hercin, 
it shall be accompanied by a statement of the reasons for the variation, and shall 
indicate the extent to which the standards and procedures established herein have 
been followed in the preparation of the report. 

(c) Supplemental instructions.— Within v0 days after the date of issuance of this 
circular, each agency subject to its provisions shall transmit to the Bureau of the 
Budget four copies of any instructions issued to its field offices for compliance 
with this circular, and shall also subsequently so transmit any amendments 
within 30 days after the date on which they were issued. 


5. Definitions 
Definitions which shall apply for purposes of this circular are indicated in 
attachment A. 


6. Basic information used in preparation of reports 

Each report proposing authorization of a water or related land resources pro- 
gram or. project shall contain a statement as to the source and nature, and an 
appraisal of the adequacy, of the basic information of the general coverage type 
(as distinguished from the specific or intensive information required for detailed 
planning and construction) available and used during its preparation, including 
the methods employed in the analysis and interpretation of such information. 
This statement shall cover such basic data as (a) hydrology, climate, topography, 
geology, soils, vegetal cover, fish and wildlife; and (6) sociological and economic 

ata. 


7. Reevaluation for budget estimates 

Requests for funds for the initiation of construction of a program or project 
following authorization shall be accompanied by a statement indicating the 
changes which may have occurred since submittal of the original report upon 
which authorization was based, insofar as such changes affect the total cost, the 
scope of the project, the economic evaluation, or the purposes of the program or 
project. If substantial changes have occurred, the request shall be accompanied 
by a revised evaluation report. 





8. Coordination and clearance between Federal agencies in the preparation of reports 


Where a proposed program or project affects the interests and responsibilities 
of one or more other Federal agencies, the sponsoring agency shall, to the maximum 
extent practicable, consult with such agency or agencies in conducting its investi- 
gation and in preparing its report. Whenever the interests or responsibilities 
of another Federal agency are involved, that agency shall be given reasonable 
notice of the intention of the agency proposing the program or project to complete 
an evaluation report, and an opportunity to furnish a statement concerning the 
effect of the program or project on the responsibilities of that agency. If the 
statement of the agency receiving the notice is not available within 90 days after 
the completion of the main program or project report, the agency proposing the 
program or project may submit its report to the Bureau of the Budget without 
the views of the other agency. 
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9. Criteria to be used in review of proposed programs and projects 


The relationship of proposed water and related land resource programs and 
projects to the program of the President will be determined in accordance with 
the following considerations, described in greater detail in other parts of this 
circular: 

(a) The extent to which the program or project provides for responsible partici- 
pation by State, local, and private agencies or groups in resource development, 
including the degree to which the costs of the project will be borne by non-Federal 
interests, the extent to which the reimbursable features of the program or project 
are financially feasible, and the net effect on the Federal Treasury over the repay- 
ment period. 

(b) If the program or project affects the water resources of a river basin, the 
extent to which it aids, or is consistent with, the sound comprehensive develop- 
ment of the entire river basin. 

(c) The extent to which the program or project aids the sound economic de- 
velopment of the locality and region in which it is located and contributes to the 
meeting of national needs. 

(d) The extent to which the benefits of the program or project exceed its costs. 


10. Non-Federal participation and cooperation 


(a) Consultation with non-Federal interests —Agencies responsible for develop- 
ing proposed programs or projects shall consult with the people of the area pri- 
marily affected and with the State and local governments concerned. This con- 
sultation shall take place at the earliest feasible stage and shall be continued 
throughout the investigation, survey, and planning, so that the views of these 
groups and governments may be fully considered, and that they may be fully in- 
formed as to the President’s policies. As part of this consultation, the affected 
groups and governments shall be furnished with the pertinent data necessary to 
permit them to evaluate the physical and economic effects of the proposed pro- 
gram or project. Formal consultation need not be repeated at the time budget 
estimates to initiate a program or project are being prepared; however, budget 
estimates shall include the latest information on the views of these groups and 
governments as to priorities of project development, scheduling of construction, 
and willingness to comply with requirements for local participation. 

(b) Character and extent of non-Federal participation.—Reports on proposed pro- 
grams and projects shall contain information setting forth those activities, func- 
tions, and developments associated with the project which fall within the area of 
State, local, and private initiative and responsibility, including an assessment of 
the financial and technical capabilities and the intent of non-Federal participants 
with respect to the planning and execution of their share of the work. If a pro- 
posed Federal program or project does not represent effective resource develop- 
ment with minimum Federal cost or calls for substantial Federal participation, the 
report shall explain the overriding considerations which justify reeommending the 
project. Where impediments to a partnership approach are known to exist, infor- 
mation shall be given in the report as to the prospect for their timelv removal. 

(c) Federal participation in non-Federal developments.— Where a water resource 
development involving a Federal interest can be more economically achieved 
through participation in a non-Federal undertaking, the agency responsible for 
the Federal interest, if additional legislative authority is necessary, shall propose 
legislation authorizing a Federal payment to the non-Federal sponsors to cover a 
share of the cost of the project, rather than proposing direct Federal construction. 
In such cases, proposed Federal payments to non-Federal interests shall be based 
on an equitable allocation of the costs of the project among the various purposes 
to be served and an equitable share of these costs by identifiable beneficiaries, 
consistent with the standards of this circular. Such payments shall be contingent 
upon a determination that the non-Federal sponsors are willing and able to modify 
the proposed development or otherwise to incorporate suitable features to achieve 
the Federal purpose; that such sponsors provide facilities required by the Federal 
Government and agree to operate those facilities in accordance with regulations 
to be prescribed by the Federal agency concerned; and that the project as modified 
is the most economical means of achieving the proposed multipurpose develop- 
ment. Where the Federal Government has completed the investigation and 
prepared the plans for the entire project, the proportionate share of the cost of 
such investigation and planning allocable to non-Federal purposes shall be de- 
ducted from the Federal contribution. 
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11. Relation of program or project to development of a river basin 


For a program or project which will use or affect the water resources of a river 
basin, the report shall give evidence that the proposed program or project is clearly 
consistent with sound comprehensive development of the river basin. Where the 
program or project has been formulated as part of a comprehensive plan for de- 
velopment of the river basin, the report shall indicate the place of the program or 
project in the plan for development of the basin. Where the program or project 
has not been formulated as part of a comprehensive basin plan, the report shall 
explain to the extent practicable, the reasons for proposing to develop the program 
or project independently of other basin developments, indicate the probable devel- 
opment which will later be undertaken in the basin, and demonstrate the consist- 
ency of the program or project being proposed with the later developments needed 
for comprehensive development of the basin. 


12. Relation of program or project to local, regional, and national needs 

The report on any water resource program or project shall contain an analysis 
of the relation of the program or project to the economic development of the local- 
ity and region in which it is located. This analysis shall include, insofar as they 
affect the program or project, a description of the present economy of the locality 
and region, and changes in the economy which can be expected on the basis of 
present trends, any specific economic problems peculiar to the locality and region, 
and a statement of the manner in which the program or project contributes to the 
sound economic growth of the locality and region. In additi mn, the analysis shall 
indicate whether execution of the program or project and, within practical limits, 
execution of each separable part will be more economical than alt rhative meat 
available in the locality and region for providing the types of goods and sery iced 
to be produced by the program or project. 

The report shall also contain an analysis of the relation of the program or 
project to national needs. This analysis shall be as complete as available infor- 
mation from Federal agencies and other sources will permit. The analysis shall 
indicate the relation between the goods and services to be produced by the 
program or project and reasonable projections of national needs for these goods 
and services. Within practical limits, the analysis shall also include a comparison 
of the relative economy of the program or project and of alternative means 
available on a national basis for providing the types of goods and services to 
be produced by the program or project. 


13. Benefit-cost analysis 


In order to evaluate a proposed program or project in the light of the general 
criterion stated in paragraph 9 (d) above, the report shall contain all pertinent 
data relating to the formulation of the program or project and its benefit-cost 
analysis, including a concise but complete estimate of all the benefits and all the 
costs of the program or project at the scale of development proposed by the 
agency submitting the report. Where the proposed development is an addition 
to an existing project, only benefits attributable to the addition shall be used 
for purposes of justification. The estimates should be made from an overall 
public or national viewpoint. 

In addition, the report shall include a statement of (a) the extent to which the 
benefits attributable to each purpose of the program or project exceed the costs 
of its inclusion; (b) the extent to which each project or separable segment is more 
economical for accomplishing a given purpose than any other undertaking, 
public or private, that could reasonably be expected in the absence of the project, 
but which would be displaced or precluded if the project were undertaken; (c) 
the extent to which the project has been formulated to provide for the maximum 
potential development of the site or sites for all justifiable purposes; and (d) the 
extent to which those features included in the project report for current con- 
struction have been justified. 

Wherever appropriate, estimates of benefits and induced costs shall be expressed 
in monetary terms. Where monetary estimates cannot reasonably be made, the 
relative significance of such benefits and induced costs shall be stated in as precise 
and quantitative terms as possible. Estimates shall be sased on the most likely 
expectations. Because long-term estimates are subject to varying degrees of 
error, each benefit-cost analysis should indicate the principal sources of variation 
and the probable reliability of the estimates contained in the analysis. 
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14. Types of benefits to be included in benefit-cost analysis and standards for meas- 
uring benefits 


All estimates of benefits resulting from a program or project shall be accom- 
panied by supporting data sufficient to explain the assumptions upon which the 
benefit estimates rest; to permit reconstruction of the benefit estimates from these 
assumptions; and to judge whether computed benefits are reasonably in line with 
those expected by beneficiaries as the basis on which they would be willing to share 
in the financing of costs. 

Estimates of annual benefits shall not be based on a simple projection of benefits 
expected as of the beginning of project life, but shall take full account of such 
changes as decreases in productive capacity and efficiency and possible techno- 
logical obsolescence during the life of the program or project. 

Unless the report on the proposed program or project sets forth clear justifica- 
tion for considering other categories, main reliance in the review of the benefit-cost 
analysis prepared in accordance with paragraph 13 above shall be placed on the 
following categories of primary benefits: 

(a) Reduction in losses, including damage from water and sediment, to land 
and other public and private property; increases in net income from more intensive 
or changed use of property: and prevention of loss of life made possible by flood 
control. 

(b) Increases in net income from additional production or reduced production 
costs on lands on which watershed treatment measures are to be installed. 

(c) Increase in net farm income from additional production or reduced cost of 
production of farm products as a result of reclamation of land. 

(d) In the case of navigation projects other than harbor and channel projects 
for small boats, the differential in the cost of moving traffic by the waterway as 
compared with: 

(1) The cost of land transport for traffic which would move by land in the 
absence of the project. 

(2) The cost of transport over an existing waterway for traffic which would 
move by such means in the absence of the project. 

(3) The value of transportation service for traffic which would not move in 
the absence of the project. 

Rates charged users for transportation service frequently differ from trans- 
portation costs. Rates should be used only where the time and expense of com- 
puting approximate costs is prohibitive. 

(e) Direct benefits from harbor and channel improvements for small boats, 
including the increase in use of pleasure craft, any savings in transportation cost, 
and any increased income from commercial fishing. 

(f) Direct benefits of shore protection, including reductions in damages and 
losses in income or property and increases in expected income or values from 
higher uses of property. 

(g) Value of power produced by the project as defined in paragraph 25b below. 

(h) Value of municipal, industrial, and domestic water supply to be furnished, 
measured by the cost of obtaining equivalent supply from the cheapest alternative 
source that would most likely be used in the absence of the project, including the 
cost of development of the same source of water by the water users themselves 
as one of the alternatives. 

(7) Increases in the value of recreation and fish and wildlife resources. Al- 
though such benefits are usually not subject to measurement in monetary terms, 
complete information, in terms of the amount and type of expected use of recrea- 
tion and fish and wildlife developments, shall be furnished in the benefit-cost 
analvsis. 

(j) Savings in the cost of water treatment or increases in the value of streams 
for industrial, municipal, and domestic water supply and other uses through the 
abatement of water pollution; and reductions in the cost of pollution abatement 
made possible by stream flow augmentation. Such benefits shall be calculated in 
terms of the savings in the cost of such direct water and waste treatment measures 
as the public health authorities concerned would normally specify, and the value 
of any improvement in the quality or quantity of water for all uses beyond the 
standards that would result from such direct treatment measures. 

Until standards and procedures for measuring secondary benefits are estab- 
lished by amendment of this circular, the benefit-cost analysis of any program 
or project shall be based upon primary benefits. T’ecause all benefit estimates 
are to be made from a national viewpoint, secondary benefits may not he included 
in a benefit-cost analysis if similar benefits would accrue from alternative uses of 
the resources to be invested in the program or project for which the analysis is 
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being made. Despite the importance of effects which are local or regional rather 
than national in character, such effects shall not be considered as part of the 
benefit-cost analysis; rather, these effects shall be fully evaluated as part of the 
analysis of the relation of the project to sound local and regional economic develop- 
ment which is to be made in accordance with the criteria set forth in paragraphs 9¢ 
and 12 above. 

15. Associated and induced costs 

The associated costs to be incurred and induced costs which will result from a 
proposed program or project shall be subtracted from benefit estimates before a 
comparison of benefits and costs is made. Induced costs shall be evaluated as 
extensively and fully as benefits. Induced costs include such effects as: 

(a) Displacement of people. 

(b) Decreased value of lands, minerals, water quantity or quality, and other 
water or related land resources, where not reflected in market values. 

(c) Adverse effects upon sanitation, transportation, highway construction or 
maintenance, or other activities reasonably foreseen as being affected by the 
program or project. 

(d) Net inerease in cost of services and net decrease in revenues of State and 
local governments affected by the program or project, to the extent not otherwise 
accounted for in the analysis. 

(e) Uneompensated losses of, or damages to, fish and wildlife resources, recrea- 
tional resources, and scenic, archeological, or historical values. 

(f) The value of services in excess of operation and maintenance costs which 
would have resulted from use of structures or facilities that are to be wholly or 
partially displaced or abandoned as a result of the program or project, to the 
extent not otherwise accounted for in the analysis. 

(g) The annual productive value of lands and other propertv acquired for 
project purposes that is in excess of annual costs of acquisition, to the extent not 
otherwise accounted for in the analysis. 


16. Prices to be used in benefit-cost analysis 

Estimates of initial investment costs shall be made on the basis of prices current 
at the time of the analysis. Estimates of benefits and deferred costs, including 
annual operation and maintenance costs, shall be presented in the project report 
on two bases: (a) Prices current at the time of the analysis and (b) projected 
prices. Projected prices shall reflect any shifts in the relative exchange values 
of goods and services connected with the program or project which can reasonably 
be predicted on the basis of current trends and expectations. They shall exclude 
changes resulting from changes in the general price level and should assume rela- 
tively full-employment conditions for economy. 

Price projections for individual commodities or groups of commodities will be 
developed by the Departments of Agriculture and Commerce in consultation with 
the other agencies responsible for water-resource development and with the Bureau 
of the Budget and the Council of Economie Advisers. The long-range price 
projections to be used in estimating benefits and deferred costs will be announced 
from time to time by the Director of the Bureau of the Budget. 


17. Interest rates 

For purposes of estimating reimbursement and making a benefit-cost analysis 
the interest rate on any project costs to be incurred by the Federal Government 
will be announced from time to time by the Director of the Bureau of the Budget 
on the basis of the current Federal long-term borrowing rate. Interest on any 
project costs to be incurred by non-Federal groups shall be estimated on the basis 
of the borrowing rate which would most likely be pail by these groups; however, 
the rate used for any non-Federal public investment shall not be less than the 
Federal long-term borrowing rate. Where private investments are involved, the 
applicable private market rate shall be used. 

Where expected future benefits are discounted to present worth, the interest 
rate used should depend on the degree of certainty with which the benefits will 
accrue in the amount estimated, but shall in no. case be less than the Federal 
long-term borrowing rate. 

The report on any proposed program or project involving reimbursement of 
costs with interest shall provide (a) that the actual interest rate to be used to 
determine reimbursement shall be set by the Secretary of the Treasury at the time 
of initiating construction of the program or project, and (b) that the Secretary 
of the Treasury shall determine the interest rate by takiag into az:ouat the aver- 
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age annual yield to maturity, on the basis of daily closing market bid quotations 
during the month of June next preceding the fiscal year in which construction 
begins, on all interest-bearing marketable obligations of the United States having 
a maturity date of 15 or more years from the Ist day of that month, and by 
adjusting such average annual yield to the nearest one-eighth of 1 percent. 


18. Cost-sharing and reimbursement 

In order to evaluate a proposed program or project in accordance with the 
general criterion in paragraph 9 (a) above, the report shall contain complete 
information on the proposed cost-sharing and reimbursement arrangements. This 
shall include a statement indicating: 

(a) Any identifiable groups, localities, or districts receiving benefits from the 
program or project. 

(6) The financial feasibility of the reimbursable features of the program or 
project. Where repayment of reimbursable features is to be made over a period 
of time, a tentative schedule of payments to the Federal Government shall be 
included. 

(c) Any non-Federal contributions to the costs of the program or project. 
Where cash contributions by non-Federal interests are required, such contribution 
shall be stated as a percentage of the initial investment costs rather than in dollars. 
Where the availability of funds is contingent upon legislative or other action by 
State and local governments or private groups, this fact shell be noted. With 
respect to any further costs to be borne by non-F ederal interests, such as contribu- 
tions of property, the nature of such cost-sharing requirements shall be described. 

(d) Any Federal contribution proposed and the net effect on the Federal 
Treasury. Where interest on any part of the initial investment costs is waived, 
the statement shall include an estimate of the total amount of such interest, 
including interest during construction and interest during the repayment period. 
With respect to nonreimbursable costs, the authority relied upon in declaring such 
costs to be Federal costs shall be cited. 


19. Project formulation, justification, and repayment periods 

(a) Length of project-formulation period: The period of project usefulness 
which shall be used in project formulation and in fixing the scale of development 
shall be determined by the agency proposing the project. The agency shall take 
into account (1) the possibility of compensating for anticipated future loss of 
capacity or other possible impairment of service by making later additions to the 
project rather than by incurring additional costs at the time of initial construction, 
and (2) the possibility of later increases in the size and scope of the project to pro- 
vide additional services. In determining whether to incur additional costs ini- 
tially or in the future, a comparison should be made between the cost of such 
additional facilities at the time of initial construction and the present net worth 
of the cost of such additional facilities when the need arises. The project report 
shall contain sufficient data to explain the proposed initial size and scope of the 
project. 

(b) Period to be used in project justification: The benefit-cost comparison con- 
tained in the report on any program or project shall be calculated (1) on the basis 
of a period not to extend more than 50 years beyond the date, as determined by 
the sponsoring agency, on which benefits from the program, project, unit, or 
feature will be available to the beneficiaries, or (2) on the basis of the expected 
useful economic life of the program or project, whichever is less. Where the agency 
proposing a program or project can demonstrate, in accordance with the criteria 
set forth in paragraph 19 (a) above, that substantial additional costs will have to 
be incurred at the time of initial construction in order toextend in the most econom- 
ical manner the life of the program or project beyond 50 years or to provide 
capacity which will not be used within 50 years, such costs may be separated from 
the other costs and justified separately. Any such separate analysis shall include 
justification for the assumption that the life of the program or project will be longer 
than 50 years. 

(c) Repayment period: Rates and other charges for the products or services 
of a program or project, or a feature or unit which can be separated for repay- 
ment purposes, shall be so set that repayment of the reimbursable portion of the 
initial Federal investment in the program, project, unit, or feature, including all 
operating and maintenance costs, can be accomplished within its useful economic 
life, but no later than 50 years after the date, as determined by the sponsoring 
agency, on which benefits will be available to the beneficiaries. 

The reimbursable costs of a major improvement, modification, addition, or un- 
anticipated replacement shall be scheduled for repayment within (1) its estimated 
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useful economic life, (2) the remaining useful economic life of the program or 
project estimated at the time such improvement is added, or (3) 50 years, which- 
ever is less, following the date, as determined by the sponsoring agency, on which 
benefits from the improvement will be available to the beneficiaries. Subject to 
the above limitations, rescheduling of repayment of the unliquidated balance of 
the initial Federal investment, including unpaid interest and other charges, may 
be proposed where major replacements, modifications, additions, or unanticipated 
replacements are made to programs or projects serving power and domestic, 
municipal, or industrial water supply. 

A separate estimate of the benefits and costs and, where practicable, of the 
revenues, shall be made for each major improvement, modification, addition, or 
unanticipated replacement to an existing program or project. Where the market- 
ing of the goods or services of & program or project is inseparable from the market- 
ing of the same types of goods and services from other programs or projects, as 
in the case of power, rates and charges shall be based on the cost of all the facilities 
serving the same system, but shall be set at a level which will enable the cost of 
each program or project to be repaid in the manner set forth above. 


20. Allocation of costs 

The report on any program or project shall include a tentative allocation of the 
costs to the several purposes to be served, which shall be used as the basis for 
the proposed reimbursement and cost-sharing arrangements included in the 
report. The agency responsible for construction of the program or project. is 
responsible for (1) making the initial tentative allocation of costs among the 
purposes to be served by @ program or project; and (2) making a revised cost 
allocation prior to the submission of a budget estimate to initiate the program 
or project, if the designated use, the scope, or the estimated costs have changed 
materially. Where such changes have taken place, the agency shall also indicate 
the reasons. Other agencies having responsibilities with respect to various pur- 
poses of the program or project, such as power marketing, rate approval, reclama- 
tion, navigation, and flood-contro] regulation, shall be afforded full opportunity 
to consult and make their views known at both these stages in the determination 
of the cost allocation. 

Sufficient supporting data shall be included in the report to explain the cost 
allocation made and the assumptions upon which it rests, and to permit recon- 
struction of the allocation from the basic assumptions. As far as possible, the 
data used to allocate joint costs should be computed in a comparable manner 
for all purposes of the program or proje¢ limited by paragraph 20c below 
Where limitations of data require special .catment of the allocation to one of 
several purposes of a multiple-purpose project, the basis upon which the alloca- 
tion to that purpose is made shall be fully set forth and justified. 

(a) Subject to the criteria set forth in paragraphs 20b and c, and 27, 28, and 
29 below, costs shall be equitably allocated only to the following purposes: 

(1) Flood-control and flood-damage reduction 

(2) Watershed improvement. 

(3) Navigation. 

(4) Reclamation. 

(5) Electric power and energy. 

(6) Domestic, municipal, or industrial water supply. 
(7) Recreation. 

(8) Fish and wildlife development. 

(9) Pollution control or abatement. 

(b) Costs shall be allocated to the several purposes for which they are under- 
taken by the separable costs-remaining benefits method, except as indicated in 
(3) below. 

(1) The separable costs-remaining benefits method provides that each purpose 
of a multiple-purpose program or project shall be first allocated its separable 
costs. Subject to paragraph 20c below, joint costs shall then be allocated among 
the purposes in such a manner that each purpose will share equitably in the 
savings resulting from the combination of purposes in a multiple-purpose develop- 
ment. Such allocation of joint costs should be in provortion to the berefits 
remaining for each purpose after subtracting its separable costs. Y here alter- 
native costs are less than benefits, such costs shall be used in place of benefits 
in making the cost allocation. 

(2) An approximation of separable costs may be made where the necessary basic 
data are not available and the time and expense necessary to obtain such data are 
not warranted. Such approximation shall include the specific costs of the purpose 
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involved and an estimate of the costs of joint project facilities traceable to that 
purpose based on the best data available. 

(3) Use of a method of allocating joint costs other than the separable costs- 
remaining-benefits method may be used in the following special cases: (a) where, 
because of special circumstances, a different allocation method is considered to be 
superior; or (b) where, because of special circumstances, it may not be feasible to 
obtain data on benefits and alternative costs. A full explanation of the reasons 
for employing such different allocation method shall be included in the report. 

(c) Allocations of costs to recreation, fish and wildlife, and pollution control or 
abatement shall be limited to the separable costs of these purposes, subject to the 
standards set forth in paragraphs 27, 28, and 29 below. 


21. Additional standards relating to flood control 


(a) In the preparation of any program or project report concerning with flood 
control, the agency proposing such program or project shall give consideration in 
the report to all methods of preventing or reducing flood damage in each particular 
instance and shall include a report on the most effective and most economical 
choice or combination of one or more of the following methods of alleviating flood 
damage: 

(1) Flood-plain development and redevelopment, relocation, and zoning. 

(2) Sedimentation and runoff control. 

(3) Storage of flood waters on cultivated fields, other watershed lands, or 
underground through appropriate measures. 

(4) Levee and flood-wall construction. 

(5) Reservoir storage. 

(6) Channelization, channel improvement and rectification, bank stabilization, 
and floodways and diversions. 

(7) Flood forecasting. 

(8) Such other measures as will result in effective flood-damage prevention 
or control. 

Where the report recommends a plan of improvement other than the most 
economical method or combination of methods, the report shall include a statement 
as to the reasons for such recommendation. 

If the agency preparing such a report finds that flood damage can be prevented 
most effectively and economically through adoption by States, local governments, 
or districts of programs for flood-plain development and redevelopment, relocation, 
and zoning, or other similar measures, either in substitution for, or as a supplement 
to, construction of flood-control works, it shall include in the report information 
as to the extent to which it may be feasible to enter into arrangements with such 
States, local governments, or districts in order to provide Federal assistance to 
them in carrving out such measures. This shall include a statement of the agency’s 
efforts to induce such bodies to take concrete steps leading to their assumption 
of these responsibilities, including an assessment of the prospects for favorable 
action by the legislature or other Government body. 

In proposing such arrangements and entering into specific negotiations with 
State or local bodies, the percentage of the cost which may be borne by the 
Federal Government as assistance to State and local governments or districts 
for such measures shall not exceed the percentage of costs which the Federal 
Government would bear in applying the next most economically justified method 
of obtaining comparable flood damaze reduction benefits; provided, however, 
that this requirement may be modified when it can be shown that an increased 
percentaze of Federal contribution would lead to a least-cost solution. 

(b) Reports will be reviewed in accordance with the criterion that the costs 
attributed to flood control shall be shared between the Federal Government and 
the identifiable beneficiaries on the basis that: 

(1) For local flood-protection works, non-Federa) interests shall contribute at 
least 50 percent of project costs, unless a lesser contribution is justified on the 
basis of special circumstances. In any event, non-Federal interests shall con- 
tribute the cost of lands, easements, and rizhts-of-way ; operation and maintenance 
costs; and such other costs as the sponsoring agency determines are feasible and 
equitable in the livht of anticipated flood control benefits. 

(2) For reservoir projects, beneficiaries identifiable by the proposing agency 
as receiving substantia! flood-control benefits shall contribute at least 50 percent 
of the share of p oject costs attributable to them, unless a lesser contribution is 
justified on the basis of special circumstances. 

(3) In projects involving substantial benefits to a localized area through making 
p%s ‘ible a greater finan*ial return for the proverty protected, non-Federal interests 
shall contribute not less than 50 percent of the share of the initial investment 
costs attributable to such benefits, 
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22. Additional standards relating to watershed protection 

(a) Full recognition shall be given, in the planning of any watershed-protection 
program or project, to the relationship between land-treatment measures and 
any associated structural improvements in the watershed required for the con- 
trol of water and sediments, and to the relationship of both measures to major 
river-control structures downstream. The necessity of undertaking land-treat- 
ment measures such as stripcropping, contour plowing, terracing or pasture 
seeding, and installation of associated land-stabilization structures concurrently 
with or prior to construction downstream of structures for the control of water 
and sediments, such as small storage dams, debris, and sediment-detention basins, 
or bank-erosion-control structures, shall be fully recognized in the planning of 
any proposed watershed-protection program or project. 

(b) Reports on watershed protection shall include detailed data on the economic 
evaluation of the proposed improvements. Structural improvements for the 
control of water and sediments shall, insofar as feasible, be evaluated separately 
from land-treatment measures. Improvements or measures in either category 
shall be recommended only if justified economically in accordance with the 
general criteria set forth in this circular. 

(c) The costs of land-treatment measures proposed in watershed-protection 
reports shall be allocated, as appropriate, between watershed improvement and 
flood-damage reduction, in the manner set forth in paragraph 20 above. The 
Federal share of the cost of such measures shall not exceed the rate of assistance 
provided by law for similar practices under existing national conservation 
programs. 

(d) The cost of structural improvements for water or sediment control pro- 
posed in watershed-protection reports shall be allocated to the several purposes 
which these improvements serve in accordance with the criteria given in paragraph 
20 above. Costs allocated to purposes other than flood-damage reduction shall 
be shared in accordance with the standards set forth for these purposes in other 
parts of this circular. Identifiable beneficiaries receiving flood-damage reduction 
benefits shall contribute at least 50 percent of the share of the project costs 
attributable to them, unless a lesser contribution is justified on the basis of 
special circumstances. In any event, identifiable beneficiaries shall contribute 
the cost of lands, easements, and rights-of-way; the cost of operation and mainte- 
nance; and such other costs as the agency proposing the program or project 
determines are feasible and equitable in the light of anticipated benefits. 


23. Additional standards relating to navigation 


(a) Recreational boating benefits shall be considered as a special class of 
navigation benefits. In programs or projects having such benefits, non-Federal 
interests shall contribute at least 50 percent of the share of the cost of the general 
navigation facilities attributable to recreational boating benefits, exclusive of 
additional items of local participation which may be required. 

(b) Enhancement of land values resulting from a navigation project shall be 
considered as special benefits, for which non-Federal interests shall contribute 
at least 50 percent of that part of the project cost attributable to the special 
benefits, exclusive of additional items of local participation which may be required, 

(c) Benefits consisting of transportation sa ings from trafhe prinarily ser ing 
a single beneficiary or clearly local in effect rather than having significance to the 
general public, and improvements involving activities where normal competitive 
conditions will not obtain, shall also be considered as special conditions warranting 
a non-Federal contribution as in paragraph 23 (b) above. 

(d) Where navigation benefits of the types described in paragraphs 23 (~), (6), 
and (c) above are predominant, non-Federal interests, in accordance with the 
criteria set forth in paragraph 10 (5) above, shall be expected to give special 
justification for having the Federal Government undertake such a project, since 
it is expected that projects of this type will ordinarily be built by local interests, 
and the pertinent information shall be included in the report. 


24. Additional standards relating to reclamation 

(2) Appraisal of reclamation benefits. The report on any program or project 
having significant reclamation benefits shall include an appraisal of their economic 
aspects, including an analysis of the effect on the short-range and long-range 
agricultural needs of the locality or region in which the program or project is 
located, and the relation of the reclamation benefits to national agricultural goals. 
This appraisal should be prepared in cooperation with the Department of Agri- 
culture. For this purpose, the sponsoring agency shall give reasonable notice to 
the Department of 4 griculture of its intention to undertake an investigation and 
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evaluation of a program or project having significant reclamation benefits, and 
shall request the cooperation of the Department of Agriculture in the appraisal 
of the economic aspects of the program or project. If the cooperation of the 
Department of Agriculture is not provided after reasonable notice, the sponsoring 
agency may proceed independently with the investigation of the program or 
project. 

(6) Repayment of irrigation costs. Consistent with the standards of this 
circular relating to economic justification and repayment, irrigation project 
reports submitted for authorization by Congress may propose repayment, in 
annual installments, of initial in\estment costs within not more than [0 years 
after completion of construction, with allowance, when required, for an additional 
de: elopment period not to exceed 10 years. 

Where the cost allocated to irrigation is in excess of the anounts which can be 
repaid within 50 years by water users and other identifiable irrigation bene‘ciaries, 
use of net revenues from other purposes associated with the project which are in 
excess of re- enues revuired to repay the costs, including interest, of these other 
purposes, may be proposed to help repay the cost allocated to irrigation within the 
50-year period. 

Where repayments from irrigation beneficiaries, together with any net re enues 
of any other purposes are insufficient to provide full repayment of irrigation costs 
within £0 vears, the report may propose authorization of the project, subject to the 
following revuire rents: The report, in accordance with paragraph 18 abo: e, shall 
(1) identify the initial investment costs which are in excess of the sum of the 
anticipated repayments within £0 years, and (2) propose that such excess initial 
investment costs be borne by the Federal Government as a contribution to irriga- 
tion. The letter of transmittal to the Congress shall contain proposed authorizing 
language stating the amount and composition of such contribution. 


25. Additional standards relating to power 

(a) Proposals for the incorporation of power features in a program or pro‘ect 
shall be made in accordance with the principle that the total costs allocated to 
power, with interest, will be fully reimbursable. For this purpose, the report 
shall include an estimate of re enues to be obtained from the sale and disposition 
of power and any other funds which may be deri ed from the generation, trans- 
mission, sale, and disposition of such power or incidental acti ‘ities. 

(b) The value of power produced, to be used as the measure of primary power 
benefits, means the estimated market value as determined by the lower of two 
figures: 

(1) The estimated costs which would be incurred to obtain power from the most 
likely alternative source expeceted to develop in the absence of the program or 
project, to meet the same power needs, with appropriate adjustment for trans- 
mission costs and losses and other technical factors. 

(2) The estimated value of power to users, applicable where costs of alternative 
power would exceed the value to users of part or all of the power produced. 

(c) Where benefits are to be used in project formulation or in allocations of 
costs, the power benefits to be used shall consist of primary power benefits as 
defined in paragraph 25 (b) above. Where benefits are measured by the costs of 
hypothetical alternative single-purpose projects for purposes of allocating the 
joint costs of a proposed project, the costs to be used for the alternative single- 
purpose power project shall be the costs which would actually be incurred for the 
alternative source of energy—private, Federal, or other—that is available or could 
be expected to develop in the absence of the project to meet the same power needs. 

(d) In addition to showing whether prinary power benefits exceed the costs of 
including power as a purpose, the report on any project containing power features 
shall also compare the costs of including power with the costs of the alternative 
power source with tax and interest charges for the project and the alternative 
power source on a comparable basis. A power purpose which does not show 
favorable economic justification on the basis of both comparisons sball not be 
included in a project unless other overriding considerations dictate its inclusion. 
Overriding considerations mig >t inelude such factors as substantial conservation 
benefits from developing hydroelectric power. Where considerations of this 
nature are the basis for inclusion of power, detailed justification shall be included 
in the report to show that these considerations outweigh the unfavorable economic 
justification of the power features, 

(e) Inclusion of power-generating facilities in a proposed project shall be based 
on the assumption that the proposed power facility will, to the maximum extent 
practicable, be fully integrated with other generation and transmission facilities 
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serving the region, in order that the magnitude of the installation, the character- 
istics of the power to be generated, and the proposed plan of operations will be 
such as to develop the power potential at the site in the most efficient and useful 
manner. 

(f) When a program or project contemplating immediate or eventual construc- 
tion of power facilities is proposed for legislative authorization, the report shall 
include statements of the views of the Federal Power Commission, the agencies 
concerned with marketing power produced at Federal plants in the region, and 
other appropriate agencies. Such statements will be used in determining (1) the 
market for the additional power which such program or project would make 
available, (2) the cost of such additional power at load centers, compared with the 
cost of equivalent power from alternative sources in the same region, (3) the 
revenues which would be derived from the sale of the additional power, (4) the 
effect of the program or project on the rate of depletion of the fuel resources of the 
region or Nation, and (5) the timing of the installation of generating and other 
power facilities as part of, or incidental to, the program or project. 


26, Additional standards relating to domestic, municipal, and industrial water supply 


(a) Domestic, municipal, industrial, and other similar water supply shall be 
considered primarily a local and State responsibility. The needs of communities 
and industries for water supply shall, however, be given full consideration in the 
investigations, surveys, and preparation of plans for Federal river-development 
programs and projects. 

(b) Proposals for the incorporation in a Federal program or project of provisions 
for domestic, municipal, or industrial water supply shall be made only if the costs 
to be allocated to this purpose under the criteria set forth in paragraph 20 above 
will be fully reimbursed, with interest, by the States, local govert:iicrts, districts, 
or persons served, 


27. Additional standards relating to recreation 


(a) Recreational potentialities shall be fully evaluated in the planning of pro- 
posed water-resources programs and projects. 

(b) Damages to existing recreational areas, facilities, or values, resulting from 
the program or project, shall be recognized in planning for water-resources pro- 
grams and projects. Reports shall provide for the acquisition of land, when 
recommended by the Secretary of the Interior (or the Secretary of Agriculture, 
if a national forest is involved) to compensate for similar areas damaged. The 
costs of prevention of such damage or the replacement of such areas or facilities, 
to the extent practicable, shall be set forth. All such costs shall be considered as 
joint costs and allocated among the major purposes served. 

(c) Minimum basic facilities and services for the general protection and opera- 
tion of the program or project area and for the accommodation or protection of 
the visiting publie shall be considered necessary adjuncts to the construction and 
operation of Federal projects rather than recreational facilities. Such minimum 
facilities shall include only those sanitary facilities, automobile-parking areas, 
access roads, and similar facilities which would normally be provided to operate 
the proiect and to accommodate the visiting public in the absence of recreational 
uses. The costs of these facilities and services shall be considered as joint costs 
and allocated to the major purposes of the project. 

(7d) When modifications in the design or method of operation of a project or 
additional development in the project area, including provisions for augmenting 
low-river flows, are required in order to make recreational values available to 
the public, such modifications or developments shall be included in the project 
proposal only if: 

1) The States, local governments or other beneficiaries agree to repay the 
costs of such modifications or developments; or 

(2) Such values are indicated in a statement by the Secretary of the Interior 
(or the Secretary of Agriculture, if a national forest is involved) as being of 
national significance in accordance with criteria set forth in paragrah 27f below; 
and if either (a) the work is proposed to be authorized as a part of the national 
park or Forest Service programs for this area and is to be financed by appropria- 
tions made for these programs, or (b) the letter transmitting the proposed report 
to the Congress contains proposed authorizing language stating the maximum 
amount of the cost of such modifications or developments which would be borne 
by the Federal Government. 

(e) When recreational values are not of national significance and State and 
local governments have indicated an inability to take steps to protect and preserve 
such values through such measures as rezoning or direct purchase, the purchase 
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or setting aside of a limited amount of land may be recommended, subject to the 
following requirements: 

(1) Such lands shall be sold at cost to State and local governments, under 
appropriate regulations, within 10 years of the date of purchase; 

(2) When State or local governments have not purchased such lands within 10 
years, such lands shall be offered for sale at fair market value, with preference 
given to State and local governments; and 

(3) All funds derived from such sales shall be deposited in the general fund of 
the Treasury. 

In each such case, the report shall include a specific list and description of any 
such lands and a statement by the Secretary of the Interior indicating why their 
acquisition or withdrawal is required to protect or preserve recreational values. 

(f) In determining whether the recreational resources of a Federal water- 
resources project area are of national significance, the following criteria shall 
govern: 

(1) Whether the water-resources project is or will be a subject of continuing 
nationwide public interest. 

(2) Whether the presence within or adjacent to the water-resource project 
area of outstanding scenic, historical, scientific, or archeological values of interest 
to the general public makes development of the recreational resource a matter of 
national interest. 

(3) Whether the relation and proximity of the water-resource project area to 
existing recreational areas of national interest are such that the development will 
supplement the program on those federally administered areas. 


28. Additional standards relating to fish and wildlife 


(a) Fish and wildlife potentialities shall be fully evaluated in the planning of 
proposed water-resources programs and projects. 

(b) Potential damages to existing fish and wildlife resources shall be recognized 
in planning for water-resources programs and projects. Reports shall provide 
for the acquisition of land when recommended by the Secretary of the Interior to 
compensate for wildlife habitat destroyed or damaged by a Federal project. 
The costs of prevention of such damages or of replacement of such resources to 
the extent practicable, including the cost of any land acquisition, shall be set 
forth. All such costs shall be considered as joint costs and shall be allocated to 
the major purposes of the project. 

(c) When modification in the design or method of operation of a project, includ- 
ing provisions for augmenting low-river flows, are required in orcer to make fish 
and wildlife values available to the public, such modification or development shall 
be included in the project proposal only if: 

(1) The State or local governments or other beneficiaries agree to repay the 
full costs; or 

(2) Such values are indicated in a statement by the Secretary of the Interior as 
being of national significance or within the purview of the Federal laws relating 
to fish and wildlife, and if either (a) the work is proposed to be authorized as part 
of the program of the Fish and Wildlife Service and is to be financed from appro- 
priations made for that program, or (b) the letter transmitting the proposed 
report to the Congress contains proposed authorizing language stating the maxi- 
mum amount of such costs which would be borne by the Federal Government. 


29. Additional standards relating to pollution control and abatement 


(a) The control or abatement of river pollution by means of the augmentation 
of low-river flows shall be fully evaluated in the planning of water-resources 
programs and projects. 

(b) The report on any program or project having significant pollution-control 
or abatement effects should include a statement of the views of the Secretary of 
Health, Education, and Welfare on such aspects of the program or project. The 
views of the Department of Health, Education, and Welfare should be reconciled 
with the views of other agencies concerned prior to the submission of a report to 
the Bureau of the Budget. 

(c) Any reduction in pollution-control or abatement benefits derived from a 
river which would result from the construction of a proposed project shall be 
recognized in planning for water-resources programs and projects. The cost of 
preventing a reduction in existing benefits or of substituting other facilities to 
provide similar benefits shall be set forth. All such costs shall be considered as 
joint costs and shall be allocated to the major purposes of the project. 

(d) When modification in the design of a project or in the method of operating 
a project is required to accomplish pollution control or abatement, additional to 
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that prior to construction of the project, through the low-flow regulation of a 
river, such modification shall he included in the project proposal only if: 

(1) Normal waste-treatment requirements have been or will be provided to 
the maximum extent practicable, and the augmenting of low-river flow is consid- 
ered to be necessarv for the further control or abatement of pollution, in accord- 
ance with a comprehensive program for pollution control or abatement developed 
under the Water Pollution Control Act of 1948; and 

(2) The States, local governments, or other beneficiaries agree to pay the full 
costs. 


30. Provision in Federal water-resources programs and projects for future municipal 
or industrial water-supply requirements 

Where detailed analvsis in accordance with the criteria contained in paragraph 
19a above indicates that a significant saving will result from modification or en- 
largement of the structures or facilities of a proposed project to serve anticipated 
future needs for municipal or industrial water supply, proposals for such inclusion 
will be reviewed in accordance with the following criteria: 

(a) Whether the separable costs of including the facilities for anticipated 
future needs represent not more than 15 percent of the initial investment costs 
of the affected structure or facility, unless special considerations warrant recom- 
mending a larger percentage. 

(b) Whether all properly allocable costs of such modification or enlargement 
will be repaid within 50 years after the date on which initial use of such addition 
is begun, regardless of the degree to which the full capacity provided is utilized 
during that period. In arriving at the costs of such additions, interest on the 
initial investment during the period of deferral of any use may be waived. 

(c) Whether reasonable assurance is given by local interests at the time the 
report is prepared that initial use of the proposed modification or enlargement of 
the program or project will begin within not more than 10 years after the com- 
pletion of construction, and that a repayment contract will be signed by local 
interests prior to the beginning of construction agreeing to start repayment within 
such 10-year period unless special considerations warrant an exception. 

By direction of the President: 


, Director. 
[Attachment A] 


CircuLtaR No. A-47 (REVISED) 
DEFINITIONS OF CERTAIN TERMS USED IN CIRCULAR NO. A-47 (REVISED) 


1. Additions or modifications: Substantial features or facilities that are added 
after the initial installation of the project. 

2. Associated costs: The value of the goods and services needed, over and 
above project costs, to make the immediate benefits of the project available for 
use or sale. 

3. Benefits: All identifiable increases or gains in assets or values, whether in 
goods, services, or intangibles, whether primary or secondary, and whether 
measurable in monetary or nonmonetary terms which, taking account of condi- 
tions with and without the project, are properly creditable to that project, and 
which are net of all associated costs and induced costs of the project. 

4. Induced costs: All uncompensated adverse effects caused by construction 
or operation of a program or project, whether in goods, services, or intangibles, 
and whether measurable in monetary or nonmonetary terms. 

5. Initial investment costs: All monetary outlays made and goods and services 
contributed or provided by various interests for the initial project construction, 
including contract work, materials and supplies, labor, and use of equipment; 
acquisition of lands, easements, rights-of-way, and water rights; costs of relocating 
facilities and the settlement of damage claims; interest during construction; any 
capital expenditures for protection of public health and for preventing loss of, or 
damages to, recreation, fish and wildlife and mineral resources, and scenic, 
archeological, and historical values; any capital expenditures for the replacement 
of recreation and fish and wildlife resources damaged or destroyed by the project; 
the appropriate portion of engineering, administrative, and general expenses of 
the agency relating to the project; and all other expenditures specifically applicable 
to the investigations and surveys, and the designing, planning, and construction 
of the project. 

6. Joint costs: The costs remaining after deducting the sum of the separable 
costs of the various purposes from project costs. This differs from a common 
definition of joint costs as the total cost of jointly used facilities. 
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7. Major replacements: Substantial facilities or project features installed at 
infrequent intervals over the life of the project to replace earlier installations of 
similar facilities or features. 

8. Net revenues: The difference between the total revenues of the program, 
project, or separable purpose thereof, and the properly allocable costs of such 
program, project, or purpose. 

9. Operation and maintenance costs: All‘monetary outlays made and goods and 
services contributed or provided by various interests for materials and supplies, 
labor, necessary services, equipment and operating facility use, and an appro- 
priate portion of engineering, supervision, and general expenses which are needed 
to operate a project once constructed and to make repairs, minor additions, and 
replacements, and otherwise to maintain the project in sound operating condition 
during the life of the project. This includes any expenditures required by the 
project, other than capital expenditures, for protection of public health, for 
preventing loss of, or damages to, recreation and fish and wildlife resources, and 
scenic, archeological and historical values; and any expenditures required by the 
project, other than capital expenditures, for replacement of recreation and fish 
and wildlife resources damage‘ or destroyed by the project. 

10. Primary benefits: Benefits which result directly from the measures for which 
project costs are incurred. 

11. Program: Any combination or system of two or more interrelated projects 

12. Project: Any separable physical unit or several component and closely 
related units or features, or any svstem of measures, undertaken or to be under- 
taken within a specified area for the control or development of water or related 
land resources, which can he established and utilized independently or as an 
addition to an existing project, and which can be considered as a separate entity 
for purposes of planning, evaluation, financing, construction, or operation. Units 
or features of a proposed development which fit the above definition will generally 
be considered as separate projects. 

13. Project costs: All monetary outlays made and goods and services con- 
tributed or provided by various interests in connection with a project, such as the 
initial investment costs, major replacements, additions or modifications, and 
operation and maintenance costs; less any net salvage values of the project 
remaining at the end of the evaluation period. These costs may be expressed 
either as present values, with all expenditures converted to presert worth, or as 
annual charges, which include amortization and interest on the initial investment 
costs. Where the term ‘‘costs’’ is used in other definitions or in the body of the 
circular without any prefix, reference is to ‘‘project costs,’’ unless the context 
clearly indicates otherwise. 

14. Reclamation: Making land suitable for productive agricultural use or 
increasing or maintaining its productive agricultural use by means of (1) irriga- 
tion; (2) drainage, excluding drainage undertaken under section 2 of the act of 
December 22, 1944 (58 Stat. 887), and excluding drainage undertaken solelv to 
counteract the effects of flood-control works; and (3) recharging of ground waters. 

15. Salvage value: The net value, if the project were discontinued, of any 
remaining resources disposed of for other than project uses. 

16. Secondary benefits: Benefits creditable to the project other than primary 
benefits. 

17. Separable cost of any purpose: The difference between project costs with 
the purpose included and project costs with the purpose excluded. 

18. Specific cost of any purpose: The cost of facilities or features which serve 
that purpose exclusively. 

The CuarrMan. As I said, there are two things that concern me, 
Mr. Secretary. The first is whether or not the adoption of this revised 
A-47 as a firm policy will in fact aid the advance of reclamation. I 
asked Mr. Hughes whether or not there was a single project now under 
study for authorization which would fall within the feasibility require- 
ments of the A-47 procedure. Can you name any? 

Secretary McKay. Mr. Chairman, Commissioner Dexheimer is 
here to go into some of those projects, as I mentioned on the last page 
of my statement. 

The CuHarrMaAn. Without going into detail, Mr. Dexheimer, can 
you state whether or not any project now under study and contem- 
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plated for authorization could comply with the standards set up 
A-47? 

Mr. Dexuermer. With the liberal interpretation of secondary 
benefits as a part of it, and utilizing the 50 years, plus the 10-year devel- 
opment period, we have some that could come within that circular. 

The CHarrMan. What are they? 

Mr. Dexuermer. The Ventura project would be one, in California, 
I believe, and 

Mr. AspinaLu. Will the chairman yield for a question right there? 

The CHarrMAN. Yes. 

Mr. Asprnautu. Now, Mr. Dexheimer, with the interpretation that 
the Secretary has placed on A-47, could not most any project come 
under it, as far as that is concerned, if Congress so willed it? 

Mr. Dexuermer. I do not believe that the Secretary interpreted 
the budget circular that way. He said that his recommendations 
or comment on the circular indicated that the 50-year useful life and 
repayment period would not be adequate. But if you strictly con- 
strue the budget circular to the 50-year limitation, there are very 
few, if any, of our projects that would qualify. 

The CuHarrman. In other words, it is fair to say that, except per- 
haps for the Ventura project in California, we would be at the end of 
the rope if we strictly applied the provisions of this circular? 

Mr. DexnHermer. With the exception of those projects which are 
tied into a rather large power development where the power revenues 
could pay off, perhaps, in a relatively very short period of time. | 
am thinking of the Chief Joseph project in connection with tying it 
in to the Dallas powerplant where the water users pay to their ability 
within the 50-year period, and then it is only a matter of less than a 
month’s revenue, I think, to pay off the balance from the power 
revenues. 

The CuarrMan. I notice in his letter of November 29, 1954, Mr. 
Hughes stated, ‘““This draft of a revised circular is designed to imple- 
ment the partnership principle,’ which brings me to the next point. 
No. 1--— 

Mr. Hosmer. A point of order, Mr. Chairman. The time of the 
gentleman from California has expired. 

The CHarrMaAN. I want to ask just one further question. 

Mr. SHurorp (and several others). I will yield my time to the 
chairman. 

Mr. Epmonpson. Mr. Chairman, I would like to know if the gen- 
tleman from California is going to keep the time on this or the Chair 
is going to keep the time? 

The CHarrMAN. I was getting pretty close to the end of the 5 
minutes, and [ am not going to argue with anybody. 

The second point that concerns me, Mr. Secretary, is whether or 
not the application of this power partnership prince iple as it applies 
to turning over powerhouses to private companies is not, in effect, an 
abandonment of the low-cost power principle which the Interior 
Department announced as a part of its power policy in 1953. 

Secretary McKay. May I suggest you name one we have turned 
over. There is none of record. 

The CHarrMAN. I am asking you, Mr. Secretary, whether or not 

Secretary McKay. You mean our power policy where we allow the 
private enterprise or publicly owned utility to operate the power? 
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The CuarrmMan. I am asking you ahout the operation of the power 
partnership principle as it applies to turning over the construction of 
powerhouses at major Federal projects to private companies, whether 
or not that is not, in fact, an abandonment of the low-cost power 
principle. 

Secretary McKay. No. 

The Cuarrman. Which was announced by the Department in Au- 
gust of 1953. 

Secretary McKay. No, it is not, sir. 

The CuarrMan. You think, then, that there will be, if that policy 
is put in effect, low-cost public power? 

Secretary McKay. I do not think it will make any difference be- 
cause in some places private enterprise could build the powerplants 
cheaper than the Government. 

The Cuarrman. If the powerhouses on Grand Coulee and Bonne- 
ville had been turned over to private companies, would you today 
have in the Northwest the 2-mill power rate which has attracted so 
much industry? 

Secretary McKay. That is a hard question to answer. You have 
to remember that those were built at prewar prices. You have no 
2-mill rate on this power that is built today with the present infla- 
tionary prices. 

The CHarrMan. I understand that, but what I am saying is—if I 
understand the way this situation operates the Government builds 
the storage and the private utility builds the powerhouse and pays 
the Government for the storage. Is that right? 

Secretary McKay. That is not necessarily the case. It can be, yes. 
There are some recommendations in places like that. There is a 
bill—I do not know of any particular one now, but it could be that 
way. But there is nothing wrong with it. The only difference would 
be that private enterprise might have to pay a little higher rate for 
their money, which would not amount to much over the long haul. 

The CuarrmMan. Where are you going to get your low-cost public 
power in that event, since the rates charged by the private utilities 
are fixed by local commissions and not by the Federal Government? 

Secretary McKay. The private utilities deliver the power very 
cheaply in the Columbia Basin. In my own State—I happen to 
buy power—65 percent comes from the Bonneville Power Adminis- 
tration, but the private utilities distribute it. I have a 10-room 
house, with everything in the world electrical, including hot water 
heating for domestic use. My electric bill is from 8 to 10 dollars 
a month. It is much less than my taxes. There was a time when 
power cost more than taxes. So the Federal development has brought 
down the price of power by furnishing this power, but the thing I 
do not agree with is that the Federal Government should have a 
monoply in the distribution of this power to everybody. 

The CuHarrMAN. Now the Federal Government only develops about 
11 percent of the total power produced in the Nation; so there is not 
much danger of monopoly. 

Secretary McKay. Mr. Chairman, in the Northwest the Federal 
Government develops 58 percent of the power; 58 percent of the 
power in the Columbia Basin is developed by the Federal Govern- 
ment; 10 and a fraction percent is developed by public owners, 
PUD’s and municipalities: So only 31 percent is developed by private 
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companies. So there is not much chance of private companies 
developing a monopoly, in my opinion. 

The CHarrMAN. Presumably that is a good thing, because of the 
very fine power situation you have in the Northwest except for the 
shortage. 

What I am asking is whether or not the adoption of this principle 
would not, in effect, by turning powerhouses over to private companies 
eliminate the low-cost public power which has been the policy of the 
Department of the Interior for 50 years? 

Secretary McKay. It will not, and it has not been the policy of 
the Department of the Interior for 50 years because Bonneville has 
not been in existence for 50 years, Mr. Chairman. Power was a by- 
product of reclamation. Where you develop storage, power comes 
as a byproduct. For the past few years the tail has been wagging 
the dog; power has been the glamorous thing and reclamation has 
been sidetracked. 

The CHarrMan. Are you going to fix the rates when you turn these 
powerplants over to public utilities? 

Secretary McKay. In these places the local authority, State power 
commission, public utility commission, or whatever it may be, will 
fix the rates based upon their investment and so forth. 

The CHarrMan. That is exactly as I understand it, sir. 

Secretary McKay. That is right, and what is wrong with it? 

The Cuarrman. Well, I will say what is wrong with it: It is a com- 
plete abondonment of the low-cost power principle—— 

Secretary McKay. No, Mr. Chairman. 

The Cuarrman. Which the Interior Department has advocated for 
50 years. 

Secretary McKay. Mr. Chairman, I absolutely differ with you. 
Here is one thing I want to make sure is plain: In the Northwest, for 
instance, with w rhic h I am intimately familiar, the Northwest Power 
Pool pools all the power publicly produced, federally produced and 
privately produced. In that agreement we are working together 
cooperatively and it has produced from five to six hundred thousand 
additional kilowatts of capacity because of integrated operation. 

And one more thing: If we depend entirely on the Federal Govern- 
ment to develop the power and distribute it, in the Northwest for 
instance, we will have a continual power shortage. You know and I 
know this Congress is not going to appropriate the kind of money that 
is necessary to keep up with our rapid growth out there. 

The CuarrMAN. The Chair recognizes the gentleman from Colorado. 

Mr. Asprnatu. Mr. Chairman. I want to take up this matter of 
the projects that might be feasible under A-47 or proposed revised 
A-47, and I understood you to say, Mr. Dexheimer, that one project 
that might be feasible at the present time was the Ventura project. Is 
that correct? 

Mr. DexHerMer. Yes, sir, I think that is correct. 

Mr. AsPINALL. Now with that in mind—I do not care who answers 
the question—with this partnership idea as it has been suggested, 
should any benefits at all be given to a community that could carry its 
own program? In other w ords, does the partnership theory that the 
Secretary proposes suggest that we should give benefits from Federal 
reclamation, or reclamation or power, either one, if an area can carry 
its own program? 
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Mr. Dexuermer. I think, Mr. Aspinall, the answer to that is that 
of the 25 million or 26 million acres irrigated in the country today, 
only about 7% million are under the reclamation program so that 
wherever private people could develop their own, they have done so. 

Mr. AspinaLu. As I understand the Secretary’s statement, he 
favors formation of districts, conservation districts or taxing bodies, 
which can pick up a part of the check and participate with the Feder«l 
Government in its program. Is that not correct, Mr. Secretary? 

Secretary McKay. Yes. 

Mr. Aspinauu. If a district could take care of all of it without en- 
dangering its economic condition, should the Federal Government 
enter into that program at all? 

Secretary McKay. Do you want me to answer tha’, Mr. Aspinall? 

Mr. AsPINALL. Yes. 

Secretary McKay. I should say the Government should stay out 
of it. There are so many projects to be built in the United States the 
Federal Government cannot possibly finance them all. Wherever it 
can it should be done at local levels. 

Out in my State, for instance, we had a disaster in 1933. The timber 
burned and burned 325,000 acres of land of the best timber in the 
United States. It burned again in 1943 and 1945. We did not come 
in to Congress and holler for help from the Federal Government; 
we taxed ourselves, and we are poor people, and we bonded ourselves 
for $10% million. The first year I was Governor, in 1949, we seeded 
the first tree. By the way, it will be 80 years before those trees are 
merchantable timber, but we believe in the people themselves doing 
whatever they can for themselves. If it had burned the entire State, 
we would have probably have had to come in and holler for help. 
I think wherever possible the local people should do their development 
work. 

Mr. Asprnauu. Then does your idea of partnership or local partici- 
pation go just so far as the local community might be needing Federal 
help, and that they must contribute themselves all that they can 
possibly contribute in order to secure Government participation? 

Secretary McKay. Not necessarily. I do not think there is any 
hard and fast rule you can lay down for the entire United States. 
I think you have to look at it on a case-by-case basis. 

May I say this one thing further about the partnership. The 
partnership plan is not necessarily a partnership in a project here, as 
the Priest Rapids project. It is a partnership of the entire country. 
The whole theory would be a partnership deal with the United States 
Government where the local people provide for everything they can 
within their ability, and sometimes the Federal Government would 
have to step in, but I do not think you can lay down a hard and fast 
rule on each project. 

Mr. AspINALL. Since you talk about participation by local com- 
munities in the question of production and sale of power, is it your 
theory that this shall be determinable by the ordinary rules of com- 
petition? 

Secretary McKay. You mean in the building of plants for power? 

Mr. Asprnatu. Yes. 

Secretary McKay. The Federal Power Commission has the author- 
ity to decide what can be built and what cannot. 
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The CuarrMan. The time of the gentleman has expired. 

The Chair recognizes the gentleman from Nebraska, Dr. Miller. 

Dr. Mititer. Mr. Chairman, I will try to get mine in in this 5 
minutes, hoping for someone later on to yield to me if I do not. 

I think we are discussing here Circular A-47. I believe that first 
circular, Mr. Secretary, was issued December 31, 1952. 

Secretary McKay. Yes, sir. 

Dr. Miter. That was really the last day of the administration 
that was then in power. I do not know what motivated the great 
haste in issuing it or how long it had been under study at that time, 
but as I looked it over after it had been issued, I think there were 
some things with which I could not agree. I note that you say you 
do not completely agree on all matters which have been set forth 
in Circular A-—47. 

It is a rather upsetting provision—as I say, I do not know what 
motivated it, and I am not going into the reasons for issuing it 
at that time. There are perhaps some reasons that might be attrib- 
uted to it. The former Commissioner of Reclamation is in the room. 
Perhaps Mr. Strauss should be called as a witness. But the Congress 
is not necessarily bound by those provisions. If we see fit to pass 
legislation that changes the provision of law, then Circular A-47 
would not be applicable. Is that not true? 

Secretary McKay. Surely. 

Dr. Mitter. I think the Budget Director admits that when he 
says— 

The standards and procedures set forth in this circular shall not be regarded as 
authorizing any deviation from the general or specific requirements of law. 

Secretary McKay. Yes, sir. 

Dr. Mituter. So if Congress saw fit to make changes that run 
counter to A-47, I expect Congress would still have the whip hand. 
Is that right? 

Secretary McKay. Yes, sir. 

Dr. Miter. Coming back to this partnership thing, it is going to 
be thrashed around here some this morning. I think quite a little. 

I noticed Under Secretary Davis made a statement on partnership 
which I thought was a good statement. He said: 

The term “‘partnership” isa happy one. It implies not only confidence in each 
other but the satisfaction of working together in mutual effort, a mutual stake in 
a ioint enterprise, but embraces as well the spirit of complete cooperation and 
helpfulness between the Federal Government, the States, and the local govern- 
ments, and private citizens in the projects they undertake. 

Do you agree with that statement? 

Secretary McKay. Yes, sir. 

Dr. Miuuer. I think it is a good statement. Of course, it is a new 
term, this partnership thing. I think we have a direct clash between 
two philosophies that have developed here in this country. It is a 
little old-fashioned now, Mr. Secretary, to think that people ought to 
do some things for themselves when they can get the Federal Govern- 
ment to do it. 

Mr. Dawson. Will the gentleman vield? 

Dr. Mituxr. I am old-fashioned enough to feel we ought not to be 
doing things for people that they can do for themselves. There are 
some things people cannot do and the Federal Government ought to 
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step in. But if we review the great activities in the field of the Fed- 
eral Government, it seems to me we many times are in direct competi- 
tion with free enterprise, which made this Nation a great country, 
which has developed it to a tremendous point. We always ought to 
keep that in mind. 

Now the matter of cheap power. I was a little disturbed by the 
chairman’s thought that the Federal Government ought to furnish 
cheap power. I think that is true, but they ought not to furnish it to 
anyone at a loss. 

The Cuatrman. If the gentleman will yield, the statement made by 
the Interior Department, which was their official policy up to this 
partnership thing came along in August of 1953, we an exact duplicate, 
as far as I can tell, in the main of the low-cost public power policy of 
the preceding administration, with one exception. What I am just 
trying to find out is whether or not we are abandoning that. 

Dr. Miuuer. I think it is well to look into it, although I notice here 
the Secretary said that the preference clause is going to be observed 
and is being observed. 

Secretary McKay. It is a matter of law, sir. 

Dr. Mixuer. It is a matter of law. But I would point out to my 
colleagues on the left that many long-term contracts were let up in 
the Pacific Northwest in former administrations to private groups for 
public power at less than the cost of production. We had a hearing 
over a year ago that brought out the names and amounts of the con- 
tracts that were let by former administrations. The giveaway of 
public power resources began under the New Deal. 

Mr. Mercatr. Will the gentleman yield? 

The CHatrMan. The time of the gentleman has expired. 

The Chair recognizes the gentleman from New York. 

Mr. O’Brien. | would like to reserve my time. 

The CuHarrMan. The Chair recognizes the gentleman from South 
Dakote, Mr. Berry. 

Mr. Berry. Just one question, to follow up the questioning of our 
chairman. Mr. Secretary, if this is abandonment of any policy, it 
would be the abandonment of complete Federal control and Federal 
domination of power and other utilities? 

Secretary McKay. Yes, sir. We are abandoning—may I make this 
clear?—we are abandoning the previous administration’s policy in 
believing that the Federal Government, and the Federal Government 
alone, should develop the power. 

Dr. Mixer. I did not hear that. 

Secretary McKay. The previous policy seemed to be that the 
Federal Government, and the Federal Government alone, should 
develop all of this hydro, and the next step was to try to pass an 
authority out in my State, the Columbia Valley authority, which all 
of the governors opposed. That is the thing we are abandoning. 

Dr. Miuuer. If the gentleman will yield, the Missouri Valley 
Authority—— 

Mr. Mercaur. Will the gentleman yield? 

The Cuarrman. The gentleman from South Dakota has the time. 
Does the gentleman yield? 

Mr. Berry. This not only applies to electricity, it applies to natural 
gas. We have a bill in Congress right now to give the distribution of 
natural gas back to the States, do we not? 
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Secretary McKay. Yes. 

Mr. Berry. Now I will yield to Dr. Miller. 

Dr. Mitter. What I was going to observe, Mr. Secretary, my State 
is a public power State, and we go along with it. We have four 
agencies of Government there—the hydropower in the wholesaling 
business, the consumers, and we have the REA’s and have the munic- 
ipalities. I have been distressed that in areas where some agency of 
the Government is trying to furnish power to the people and to the 
needs of the people there is always a shortage. We have a shortage 
in our State, and you know I have been on your doorstep trying to 
get help for more power in the area. The TVA is crying for power. 
The Northwest is crying for power. Out in the Northwest 60 percent 
of power is being furnished by the Federal Government, some at less 
than cost of production to private enterprise, with contracts let under 
a previous administration. They are short of power. 

It occurs to me that private enterprise, where they do pay taxes and 
carry on, have made this country great, is not being given an oppor- 
tunity to develop this power. In this country we would not have auto- 
mobiles and televisions and all the blessings and gadgets we have if 
we had to depend upon the Federal Government to furnish those 
things. Yet there are people who feel they ought to furnish not only 
electric power, but ought to handle the gas and distribution of those 
things. If you want to socialize this country, that is right in the 
thinking of some people, but with that philosophy I just do not agree. 

I am sorry to have preached here a little bit, but I get a little sick at 
my stomach sometimes when people want the Government to do every- 
thing for them. 

Mr. AspINALu. Will the gentleman yield to me? 

Dr. Miuuer. Yes. 

Mr. AspINaLu. There are plenty of places in this Nation of ours 
where you would not have had any power today if it had not been 
for the Government coming in, either the State or the national 
Government. 

Dr. Mituer. Where? 

Mr. AspInaLu. Down in the TVA. 

Dr. Miter. I do not believe it. 

Mr. Mercatr. And the Northwest. 

Mr. AspInaLu. Then all you have to do is to speak to some of 
them down there. The Secretary suggested that he thought the 
people of the local areas should have something to say about this. 
Let us find out who in the TVA will give up their power. 

Dr. Miter. If it had not been subsidized for a $1 billion in taxes 
they have not paid to the Federal Government, maybe it would not 
be in the situation they are in today. 

The CHARMAN. The time of the gentleman has expired. 

The Chair recognizes the lady from Idaho. 

Mrs. Prost. I should like to ask the Secretary, what is the admin- 
istration’s views as to how the development of the Hell’s Canyon 
stretch of the river will fit into the picture of the new policy, starting 
with the directive of August 18 of 1953 and down to date, taking in 
the revised A—47. 

Secretary McKay. Madam Congresswoman, when the Supreme 
Court in 1953 in the Roanoke’s Rapids case decided that the Federal 
Power Commission is the Government agency which has the power 
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of granting or denying a license, when that decision was handed 
down, we took the position that it is the duty of the Federal Power 
Commission. They will look into all of the engineering features and 
so forth, to decide whether or not it is in the public interest to grant 
the license to the Idaho Power Co. 

Mrs. Prost. In other words, you people in the Department of the 
Interior are not expressing a view as to how you feel the Hells Canyon 
high dam would fit into the picture? 

Secretary McKay. I do not think it is appropriate for me to be 
entering into an argument on that when another Government agency is 
deciding on a quasi-judicial basis. I think it is inappropriate for me 
to be taking sides. 

Mrs. Prost. I notice, Mr. Secretary, on page 4 of your statement 
you say, “The committee may also recommend that the Congress 
consider new legislation to permit States and other non- Federal 
interests’’ and so forth, to participate in the responsibility. 

Now do you consider that the Idaho Power Co. is a local agency? 

Secretary McKay. Their offices are in Boise, Idaho. Of course, 
they are incorporated under the laws of the State of Maine, but their 
offices and all their business is in Idaho. I would consider it local, yes. 

Mrs. Prosr. You do consider it local? 

Secretary McKay. What difference is there? They are Americans, 
not a foreign corporation. I do not see any difference in Maine and 
Idaho, personally; we are all Americans. 

Mrs. Prost. They are Americans, that is true. However, you have 
pointed out a very pertinent fact, I think. The people in Idaho have 
been led to believe that the majority of Idaho Power Co. stock is held 
by Idaho people, which is an erroneous assumption, of course. 

Now I take it that you feel local interests or local agencies should 
develop these projects, in other words you would normally want to 
go on the side of the local agencies, such as the Idaho Power Co., in 
such developments as multiple-purpose dams. 

Secretary McKay. In the multiple-purpose dams? 

Mrs. Prost. Multipurpose projects. 

Secretary McKay. In those cases—you mean for the whole dam 
or for the power share? 

Mrs. Prost. The entire project. 

Secretary McKay. I do not think it is possible in a large multi- 
purpose dam for the local interests to handle it in its entirety finan- 
cially, because it depends upon the cost allocation. But it could be 
that the percentage of navigation and flood control would be so large 
that it would not be profitable for the local people, either public or 
private, to build it. 

Mrs. Prost. You would want to reserve each individual project for 
consideration, I presume? 

Secretary McKay. The river basin should be developed on a com- 
prehensive plan. You should not allow a dam built here [indicating] 
that is going to interfere with other natural resources. 

Mrs. Prost. I think we are all agreed that before this administra- 
tion cane into power we had what we considered a partnership. 
Actually, in the past we have considered partnership as being betwecn 
the local communities and the Federal Government, but if I under- 
stand this directive properly, it would seem to me that this new direc- 
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tive actually advocates a partnership between the Federal Government 
and private companies. 

Secretary McKay. May I state this? There is no difference that I 
can see between the original statement we made and any statement we 
made since. We have not changes our position. 

Mr. Metcatr. Mr. Chairman, will the lady yield? 

The CHarrRMAN. The time of the lady has expired. 

The Chair recognizes the gentleman from Utah, Mr. Dawson. 

Mr. Dawson. I will reserve my time. 

The CHarrMan. The Chair recognizes the gentleman from Florida. 

Mr. Hatery. Mr. Secretary, we have no power projects down in 
Florida. I feel somewhat in sympathy with you here this morning. 
I hope that you realize that this is a big question out in the Western 
States. Come around about September or October of 1956, I hope 
that you will send members of your great Department out there and 
let them look over the situation in the west where you can do some 
good and stay out of Florida. [Laughter.] 

Secretary McKay. I ask, do you want me to stay out in regard to 
red tide? 

Mr. Hatey. No, sir, Mr. Secretary. We are always glad to have vou 
down there, of course. But I just do not like around ‘election time to 
have so many of the Department people down there looking over 
something—I do not know what. 

I reserve the rest of my time. 

Secretary McKay. We will keep them out. [Laughter.] 

The Cuarrman. The gentleman’s time has expired. He yielded the 
Chair 4 minutes. 

Mr. Hatey. All right. 

The CuarrMan. The Chair recognizes the gentleman from Wash- 
ington, Mr. Westland. 

Mr. Westianp. This subject is of great interest to everybody in 
the Pacific Northwest. I come from the adjoining State of the former 
Governor from Oregon. I believe that in the Pacific Northwest we 
already had a partnership program before this administration decided 
it was a good thing, as evidenced by our northwest power pool. 

Secretary McKay. Right, sir. 

Mr. Westianp. And I think the Secretary will agree with that. 

Secretary McKay. Right. 

Mr. WestLanp. We have had a case, I believe, where a lion has 
laid down with a lamb, and the public advocates and the private 
advocates have pooled their resources for the benefit of the people 
of the State of Washington and for the Columbia Basin. It seems to 
me that it has worked, and I think that this partnership program will 
work the same way. 

We have seen in the Coosa project where the Congressmen from 
Alabama, when it was offered to them, jumped at the opportunity to 
develop their power in that river on a partnership basis. 

When this Priest Rapids bill was put through by Mr. Holmes of 
the State of Washington with, I believe, the vote of all the Repre- 
sentatives from that State, the only trouble we got into was a hassel 
over who was going to do it. We wanted to do it and do it right 
away. It finally has been developed that a public agency, a public 
utility district, wil develop this power. 
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The gentlewoman from Idaho mentioned this partnership thing was 
with private companies, and that is not the case. Here is exactly 
the case where a public agency will develop this power. I, for one, 
think it is a great thing because, in the final analysis, the people of 
the State of Washington will own that project, not the Federal Gov- 
ernment, but the people of the State of Washington. And I am in 
favor of the people of our State buying out the Federal Government, 
buying out Grand Coulee, buying out these other projects, getting 
the Federal Government out of this thing, and let’s own the thing 
and operate it locally. 

Mr. Epmonpson. Will the gentleman yield? 

Mr. WestTLanp. No. 

I think there was some talk about this low-cost power by our 
chairman. We have a $17.50 rate out there. I believe that the 
previous Secretary has said that rate would have to be increased 
sooner or later. 

Secretary McKay. Yes, sir. 

Mr. WestLanpb. Because the cost of building these projects has 
gone higher, it is costing more per kilowatt every year because of the 
inflationary effects we have had. But still you have seen fit to 
continue the $17.50 rate, at least for the time being? 

Secretary McKay. For 2 years. 

Mr. WesTLAND. Another 2 years. 

Secretary McKay. Guaranteed for 2 years. 

Mr. Wesrtanp. There was one other observation I wanted to make, 
and that was this: That the Bonneville Power Administration and the 
various projects in the Columbia Basin to date are $55 million ahead 
in repayments on their schedule. I think that should be an interest- 
ing remark to make at this particular time. 

[ am in thorough agreement, Mr. Secretary, with this partnership 
program, whether it be with a private utility or whether it be with a 
public agency such as we have in the Priest Rapids setup, and I think 
it is going to work for the benefit of all concerned. 

Secretary McKay. May I comment just a moment, Mr. Chairman? 
Of the applications before the Federal Power Commission today from 
the Northwest, a majority of them are by publicly owned agencies 
rather than privately owned. 

Mr. WestLanp. I reserve the balance of my time. 

The CHarrMan. The gentleman has 1 minute. 

The Chair recognizes the gentleman from Texas, Mr. Rogers. 

Mr. Rogers. Thank you, Mr. Chairman. 

Mr. Secretary, in your statement you made reference to the fact 
that you wanted these projects to be developed, especially your 
hydroelectric multipurpose projects, and be established and directed 
by local concerns 2s much as possible. In other words, as I under- 
stand it, you weigh the situation to find out, first, whether or not 
these people in these localities should take this project themselves 
and build it themselves. Is that correct? 

Secretary McKay. Yes, sir. 

Mr. Rocers. Of course, that is very admirable, but what I am 
interested in is the yardstick that you use by w hich the Department 
determines whether or not these people should be eligible to come in 
under the reclamation program, that is, to pinpoint it, to come in 
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under the Federal program, or whether they should be required to 
proceed on a local basis. 

Secretary McKay. I do not believe we could stop them from pro- 
ceeding on a local basis, if somebody wants to, on a non-navigable 
stream, for instance. 

Mr. Rogers. Do not misunderstand me. What I mean is this: If 
people want to proceed through the Bureau of Reclamation, as I 
understand you, you want them, first, to try to proceed on a local 
basis before ‘they come to the Federal Government for any assistance 
in these projects. What I am talking about is not that you stop them 
from proceeding locally, but that you might stop them from getting 
any assistance from the Bureau of Reclamation and requiring them 
to proceed on a local basis. 

Secretary McKay. I understand your question now. No, not at all. 
In fact, the Bureau of Reclamation should—that is the reason we ask 
each year for cons'derable planning money, so that we can carry out 
these plans and a:sist the local States and ‘subdivisions of the States 
in developing their water resources or land resources. 

Mr. Rogers. The thing I want to know is what is your yardstick. 
When the final decision has to be made, you have to say to one of 
these localities, ‘‘Now, we think that you should develop this project 


yourself. We are not going to approve it.’”’ They say, “Well, we have 
congressional authorization.” You say, ‘Well, that is fine, but we 


are not going to let it go through budget.” 

So it is just as effective as stopping it. 

What is the situation when your Department feels that those people 
should proceed on a local basis? 

Secretary McKay. I do not think there is any yardstick. Of course, 
usually we would like to have the local people make up their minds 
rather than we in Washington telling them what is good for them; 
let the local people decide what they want to do, with our assistance 
in the engineering and planning, if necessary. 

Mr. Rocers. I can appreciate that. But I mean, if they make up 
their mind they want to proceed under the reclamation program. 

Secretary McKay. Then we have to decide whether or not the 
project is feasible for the Federal Government to put money in and 
recommend that to the Bureau of the Budget. If they approve it, 
then it comes on to Congress. If that fails, Congress, of course, 
can go the other way around and introduce the bill themselves. 

Mr. Rocers. Of course, we are now getting down to the problem. 
You say ‘af it is feasible for the Federal Government to put their 
money in.’”’ Has not the policy been lately that if a project is feasible 
for the Federal Government to put their money in that the Depart- 
ment takes the position that it is feasible for private banking sources 
to finance? 

Secretary McKay. What projects are you talking about—irrigation 
or power projects? 

Mr. Rogsrs. | am talking about either or both. 

Secretary McKay. We have not had anything like that that I can 
think of. I just do not remember one. 

Do you? 

Mr. Dexuermer. No. 

Mr. Rocers. You say you have not had any? 
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Secretary McKay. No, we have not had any projects like that 
where any bankers want to come in and take over a project. 

Mr. Rocers. I am not talking about bankers coming in and taking 
over a project. What I am talking about, Mr. Secretary, is a yard- 
stick that the Bureau of Reclamation has been using. In other words, 
have they not been taking the position that, if the project would be 
feasible from a reclamation standpoint, then it could be financed 
outside, and that about the only tangent you have gone off on in this 
thing has been the upper Colorado and the Fryingpan? 

Secretary McKay. I believe I get your question now, sir. That is 
one of the things that I am not thoroughly sold on. In my statement 
here I said there are certain intangible benefits to a reclamation project, 
that you cannot measure in dollars. I think that this cost-benefit 
ratio should not be the only yardstick. It depends upon the situation 
of the project. 

Take some of these people in the Ohio Valley who have had to dig 
out their clothes and shovel out the dirt after a flood from their house. 
There are a lot of intangible things you cannot put a valuation on. 

The Cuarman. The time of the gentleman has expired. 

The Chair recognizes the gentleman from New York, Mr. Pillion. 

Mr. Prion. Mr. Secretary, as I understand your statement, the 
Department is not abandoning the idea of using Federal hydropower 
as a yardstick for determining rates throughout the country. You 
are not abandoning that idea, are you? 

Secretary McKay. No. 

Mr. Piuuion. Is it my understanding that the Department would 
give full cooperation to local public agencies, such as the State of 
Idaho or any other State? 

Secretary McKay. Surely. 

Mr. Pruuion. If they applied to exploit water resources in the 
State? 

Secretary McKay. I do not understand how you mean the word 
“exploit.” Do you mean develop or exploit? 

Mr. Pituron. I mean use. 

Secretary McKay. Use. Yes. If the local people would prefer to 
do it, we should agree with them. 

Mr. Pruiion. And you would give just as full cooperation to a State 
or a public agency as you would to a private development? 

Secretary McKay. Yes, surely. 

Mr. Pituio0on. In other words, there would be no preference? 

Secretary McKay. None whatever. That is a question that, in 
my opinion, should be decided by the local people. If the local people 
in Idaho want the Idaho power, that is all right with me. If they want 
a public utility district or a munic ipality, their great American 
privilege is to make their decision; it is not mine. 

Mr. Piiuion. I think what you are trying to do here—I do not 
know if it is your objective, but you are trying to keep the Government 


. . . aie . . . . . 4 
from getting itself in a position where it is preventing private industry 
from coming in and putting its investment into the generation of 


electricity. Is that about the idea? 

Secretary McKay. That is right, sir. That is right, and in the 
Northwest that has been happening—the Government has been 
crowding out private enterprise. 


— 
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Mr. Priiui0N. Is it not true there comes a time, Mr. Secretary, when 
the Federal Government by its expansion of investment in an area 
such as hydropower will, if it becomes large enough, squeeze out the 
use of private capital in that field, and then you have a total govern- 
mental overall control of a field of the economy such as hydroelectric 
power? 

Secretary McKay. It becomes a Federal monopoly. 

Mr. Pittion. That is right. 

I vield back the balance of my time to Dr. Miller. 

Dr. Miter. I was interested in the statement about your partner- 
ship phase. Again | would say, if the Congress would pass legislation 
such as Mr. Rogers might have had in mind—TI think he was talking 
about the projects in Texas, mostly municipal water supply—vyour 
Department and the Budget Bureau would do nothing but follow the 
law as passed by Congress? 

Secretary McKay. "That is right: vou are the supreme authority. 
You can overrule me or Budget Director Hughes, either one. 

Mr. Rocers. Will the gentleman vield there? 

Dr. MiLuer. Yes. 

Mr. Rocers. We are not the Appropriations Committee, though. 
{Laughter.] 

Secretary McKay. I mean the Congress. 

Dr. Mitier. Your party is in power now, I might say, and maybe 
vou will get along a little better, although I had some grave misgivings 
in this particular area. 

The CHarrMAN. Will the gentleman yield to me? 

Dr. Mituer. Yes. 

The CuHarrMan. Does the gentleman agree it is appropriate for 
the Federal Government to build these great dams and turn over the 
powerhouses to os utilities? 

Dr. MiuuEr. I do not think we are doing that. Have we done 
that any place, Mr. Secretary? 

Secretary Mc Kay. No, sir. 

Dr. Mitier. Nor do | think the Federal Government should build 
tremendous dams, as they did out in Shasta, and sell public power to 
private utilities at less than the cost of production. I will say that 
with all the same emphasis you have with the other. 1 think they 
should not be doing it at less than the cost of production at any time. 

I am convinced the gentleman is looking for some power that comes 
out of some big dams at 2 mills, and in Nebraska we have found we 
are not able to produce power in the municipal and Government hydro- 
electric agency. It costs not less than 6 mills. Six mills is the cost 
of production at the cheapest producing plants we have. When 
they deliver 300 miles to North Platte, Nebr., it costs 7% mills. That 
is the best cost. That is a Federal agency, a Sasuiann nt agency, 
a State agency trying to do a good job, and they are doing a good job, 
except they found costs have gone up and it is not possible to do it 
cheaper. 

The CuHartrMan. The time of the gentleman from New York has 
expired. 

The Chair recognizes the gentleman from North Carolina, Mr. 
Shuford. 

Mr. Suurorp. I reserve my time, Mr. Chairman. 

The CHarrman. The gentleman from Nevada, Mr. Young. 






























































86 BUDGET BUREAU CIRCULAR A—47 AND POWER PARTNERSHIP 


Mr. Young. Mr. Secretary, I would like to say in a prefatory way 
that the people in my State are wholeheartedly behind this partner- 
ship program. A poll recently made by me indicates they favor it 
about 6 to 1. 

In our State about 85 percent of the land is owned by the Federal 
Government, and we know the difficulties of dealing with bureau- 
crats—I do not say that in derogatory fashion—some 3,000 miles 
away. It is difficult for you to become advised of our situation, it is 
difficult for us to make our desires known to you. So we are whole- 
heartedly in favor of local development of our resources. 

With regard to revised Circular A-47, that is not in effect at the 
present time, is it? I missed the earlier meeting. 

Secretary McKay. No, it is not in effect. We have recommended 
to Congress some projects that would not have qualified strictly under 
the present circular. 

Mr. Youna. Do you happen to know at this time whether the 
so-called Washoe project would qualify under the revised A—47? 

Secretary McKay. I would defer that to Mr. Dexheimer. 

Mr. Youna. If that is not a fair question, I will get in touch with 
you later. 

Secretary McKay. In the interest of conserving your time, may 
Mr. Dexheimer give you that information later? 

Mr. Youna. I had another question with regard to the abandon- 
ment of the low-cost principle. It has been suggested that the new 
partnership policy will eliminate the low-cost power principle which 
has been in effect for a number of years. Assumiag that to be true, 
it seems to me that it could also be argued that the partnership 
policy will allow lower cost power io the future in certain cases because, 
first, you may eliminate the high Federal overhead which is an 
incident of certain of these projects; and, secondly, after the payout 
period is complete, would it not be possible then for the local agency 
to let power at lower rates than would be the likelihood if the power 
project and the plant was controlled by the Federal Government. 
Is that a fair conclusion? 

Secretary McKay. I think that is right. And furthermore, if the 
Federal Power Commission granted a license to a private power 
company to build a dam with a generator, that is not giving anything 
away, because at the end of 50 years it reverts to the Federal 
Government. 

Mr. Youne. Turning to the Northwest, with which you are 
apparently most familiar, you state about 58 percent of the power 
up there is produced by the Federal Government? 

Secretary McKay. 58 percent exactly by the Federal Government. 

Mr. Youna. 58 percent by the Federal Government? 

Secretary McKay. Yes. 

Mr. Youna. Has there been much investment by State and local 
groups, such as the partnership policy would encourage, in the past, 
or has the concept of large Federal projects b2en a hindrance? 

Secretary McKay. We have been recommending some. Of course, 
most of the unbuilt projects are in the State of Washington on the 
main stem of the river, except the John Day, which will be up for 
consideration this time. The Green Peter Dam and the Cougar 
Dam are set up by us and recommended as partnerships. They were 
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not passed in the last session. These are Army engineer projects, 
principally flood control, and it is very important they be built. 

Mr. Youna. Do you have any idea how much money it would take 
to ultimately develop the reclamation and hydroelectric resources of 
the Northwest? I saw a figure once of $2 billion. 

Secretary McKay. As an estimate, I think that is about right. I 
will tell you this: I think I said in my statement that it takes about 
$200 million a year for hydro development that we need desperately 
out there to keep up with the growth. 

Mr. Youna. At the rate the Federal Government has been investing 
in that area in the past, how long would it take to ultimately develop 
that region? 

Secretary McKay. That is hard to say, because the reason for the 
two last large dam authorizations on the part of Congress was 
because of World War II and Korea. McNary was the result of 
World War II, in order to build aluminum. Forty percent of the raw 
aluminum was built in the Northwest during World War: II. 

Then came Korea and The Dalles was authorized. 

Mr. Young. You think the partnership proposal, though, would 
hasten the ultimate development of the natural resources in that 
area? 

Secretary McKay. Undoubtedly, because we. are facing a power 
shortage in the Northwest in 1961 or 1962 unless dams are built at the 
rate of about 600,000 kilowatts a year for just the normal growth. 
So somebody has got to step in and cooperate to speed up the devel- 
opment. 

The CuarrMan. The time of the gentleman has expired. 

The Chair recognizes the gentleman from Oklahoma. 

Mr. Epmonpson. Mr. Chairman. Mr. Secretary, | want to join 
with other members of the committee in expressing our appreciation 
to you for dealing with these questions which are perplexing us, and 
I am sure most of us would also want to congratulate you on your 
recognition in your statement of the problem of capacity of local 
people to pay, when you made your recommendation that up to a 
hundred years be allowed for repayment on irrigation in revised 
Circular A—47 ; also for your recognition of the importance of intangible 
benefits. I think those definitely are important segments of your 
statement, and I appreciate them. I am sure members of the com- 
mittee do, too. 

I was also very pleased to see you smile with your words on Grand 
River Dam Authority in Oklahoma, and I hope your Department will 
continue to smile on the Washita Basin development, as it did in the 
last session of Congress. 

There is one thing that I think probably should be set straight, or at 
least the record should be amended on one point with refernece to the 
Grand River Dam Authority. I noted with some surprise your state- 
ment that the previous government had believed that the Federal Gov- 
ernment alone should develop all of the power. When you study the 
history of the Grand River Dam Authority, as I am sure you have, 
you will discover it was set up under the previous administration, 
previous Government, and that it was assisted by the Federal Govern- 
ment in obtaining the power production which makes possible its 
operation. In other words, the partnership policy also had its appli- 
cation under the previous Administration as well as under this Ad- 
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ministration, and we favor it in Oklahoma and think it is a good thing, 
with this modification which I think deserves some further recognition: 

One thing that alarmed me about your statement on page 12 was 
the apparent limitation on this partnership policy, when you say in 
your third paragraph, talking about the applic ation of the partnership 
policy, “If they are’—these local groups—‘“financially capable of 
déveloping the natural resources of an area, we are willing to be part- 
ners with them.” 

I am just a little bit disturbed if this does leave an open door 
for those areas where there is very limited ability to pay. I hope that 
you go along with one of the pioneers in your party, President Lin- 
coln, with his understanding that it is a legitimate function of Govern- 
ment to come in and assist a local community to do something that 
they are not able to do, which could well be so in the case of a power 
policy. 

Secretary McKay. | agree with Lincoln’s statement in which he said 
that very thing, and the “final part of his statement was that in cases 
where the people can do things for themselves, the Government ought 
not to interfere. I agree with the whole thing. 

Mr. Epmonpson. I agree with you wholeheartedly. I am just 
hoping this language—“If they are financially capable of developing 
natural resources of an area, we are willing to be partners with 
them’’—I hope you are not limiting your partnership policy just to 
partners who can pay their way. 

Secretary McKay. Oh, no. But in that case it might be necessary 
for the Federal Government to do the entire job, in the case where 
they are not able financially. If it is a power project, then they can 
finance themselves very easily through revenue bonds. 

Mr. EpmMonpson. You spoke about having Federal development on 
big or complex projects. But do you not recognize the need also for 
Federal assistance in development on smaller projects if the local 
people are unable to pay? 

Secretary McKay. Oh, yes. That is probably an unfortunate selec- 
tion of words. I agree with you, sir. 

Mr. Epmonpson. I reserve the balance of my time. 

The CHarrMan. The time of the gentleman has expired. 

The Chair recognizes the gentleman from California, Mr. Hosmer. 

Mr. Hosmer. Mr. Chairman, I reserve my time. 

The CuatrmMan. The Chair recognizes the gentleman from Montana, 
Mr. Metealf. 

Mr. Mercaur. Mr. Chairman, I would like to pursue a little further 
the line the gentleman from Oklahoma was taking. However, I would 
want to agree with my friend from Washington and the ex-Governor 
of Oregon, you, Mr. Secretary, that we do have a partnership, and 
we have a historic partnership development in the Northwest. We 
have learned to get along in the Northwest—public power and private 
power. 

The Northwest power pool, as you have pointed out, has added 
great deal to the private utilities upstream, such as Montana Power, 
and they are able to sell more power, and the Bonneville Power 
Authority is able to sell more power downstream because of the ite- 
grated activity along the entire region. 

What disturbs me is the change ‘that you have made in the partner- 
ship power policy ia the Northwest, and I believe the gentleman from 
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Oklahoma has brought it out. You have said that you are only going 
to be partners with groups that are financially capable of developing. 
So you have said that in the Northwest we are only going to have 
partnership with private utilities. 

Secretary McKay. No, I did not say that, sir. 

Mr. Mercatr. Let me show you that you have said it. You said, 
in defining local groups, that includes “private persons, States and 
other political subdivisions, public power districts, irrigation districts, 
public utility districts, corporations, privately owned ‘public utilities, 
or other responsible non-Federal groups regional in character.” 

Now, Mr. Secretary, in the State of Montana and in the State of 
Idaho and, I will venture, in a good deal of the State of Oregon, there 
are no private persons, or there are no irrigation districts—we do not 
have public utility districts, we do not have any other groups that are 
capable financially of entering into this partnership program. Unlike 
the State of Washington, we do not have these large public-utility 
districts or the very efficient metropolitan district. Therefore, the 

only thing that is left is the private utility to enter into the partnership 
program. So you are turning the whole program over to the private 
utilities. 

Secretary McKay. I disagree violently with that statement be- 
cause here, you see, the Grant County PUD in the State of Washing- 
tion is a small utility. They can go in to the bankers and sell revenue 
bonds because the thing that will pay off a revenue bond is not the 
dam, it is the generation of power. They can do that. That is a 
small outfit. 

And municipalities can do the same thing—the Cougar Dam, the 
city of Eugene, Oreg., which is publicly owned, munic ipally owned 
Priest Rapids is about the third largest dam in the entire Columbia 
River Basin. 

Mr. Mercatr. I will agree in the State of Washington there are 
agencies that can enter into this partnership program, and can still 
enter into it. But in the State of Montana who is going to build 
Paradise Dam? We have not a single agency. Instead of that, we 
have a proposal on the part of the Montana Power Co. to build a 
low-level dam such as Idaho Power wants to build at Hells Canyon, 
which will reduce the storage capacity of the reservoir by more than 
three-quarters. It is odd that this new partnership policy of the 
administration is broad enough to stretch all the way from Hells 
Canyon to Paradise. 

Secretary McKay. I think you are seeing things under the bed. 
There is nothing in this policy that reflects turning things over to 
private utilities. Let’s get that straight. 

Mr. Chairman, with all the power I have in my command, we do 
not favor private utilities over public. That is a matter for a local 
position by the local people. If you have not the machinery in the 
State of Montana, why don’t you develop it? There is nothing to 
stop you from developing public utility districts. 

Mr. Mercatr. Mr. Secretary, the ex-Governor of Wyoming sat 
right there where you are sitting and complimented the State of Mon- 
tana for developing a fine and outstanding water conservation policy, 
and yet I will inform you that the water conservation board of Mon- 
tana, which has developed ahead of any of our surrounding States, 
is unable to enter into any of the propositions that you have set up 
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in this partnership policy, and the only person, the only agency in the 
State of Montana, that can comply with the criteria here is the Mon- 
tana Power Co. 

Secretary McKay. Has your State, or bave you personally, on 
behalf of your State, asked the Bureau of Reclamation or us to do 
any of those things? I do not believe you have. 

Mr. Mercaur. We say you are turning over a great natural re- 
source like Paradise to the Montana Power Co. 

Secretary McKay. Paradise is not even authorized. 

Mr. Mertcatr. That is right. Neither is Hells Canyon, and you 
have washed your hands of those two great storage reservoirs and under 
this so-called partnership policy you have eliminated all the other 
agencies that you have enumerated here and permitted only the 
private utilities to enter into it. 

Secretary McKay. I just cannot agree with you at all. 

The CuarrmMan. The time of the gentleman has expired. 

Secretary McKay. We will be glad any time that you or Governor 
Aronson, or anybody in your delegation wishes, to discuss it with 
us in the Department. 

Mr. O’Brizn. I yield 2 minutes of my time to the gentleman 
from Montana. 

The CHatrMan. The gentleman yields 2 minutes of his time. 

Mr. Mertcaur. I thank the gentleman from New York. 

I know you will, Mr. Secretary. I want to compliment you on your 
statement, your consistent support of Libby Dam, for example, in the 
Northwest. As I understand, Libby Dam will be one of these dams 
that the gentleman from Oklahoma was talking about that would be 
built by the Federal Government. Is that not correct? 

Secretary McKay. Yes. It is a high percentage flood control 
because it has about 5 million acre-feet of storage, which is so necessary 
downstream. It has a limited amount of on-site power. I think 
that one must be a Federal power project. 

Mr. Mercatr. Right. But I want to call your attention to section 
10 (b) and 10 (e) of Circular A-47, wherein you say that you are going 
to turn over to the local agencies —which i in my State must only be a 
private utility—the authority for river basin development. 

Secretary McKay. Then I think it is up to your State to get modern. 

(Laughter. ) 

Mr. Mercatr. Mr. Secretary, we already have, my State has, a 
better local State water conservation policy than any of our surround- 
ing States. We do not have the facilities that the gentleman from 
Nebraska has in a public power State, but we have the great natural 
resources in our State for the development of power both upstream 
and downstream. We do not have the population. And yet you are 
going to say that either Montana must develop that or a private 
utility will be permitted to develop it. 

Secretary McKay. I will say again I disagree with you. I do not 
say that. 

The CuHarrMaAN. The time of the gentleman has again expired. 

The Chair recognizes the eentleman from Idaho, Mr. Budge. 

Mr. Bupar. Mr. Secretary, at the outset I would like to say that 
| certainly concur with the remarks of the gentleman from Montana 
in that I hope that Hells Canyon stretches to Paradise. 

(Laughter.) 
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I think we should approach this in a little, perhaps, less impas- 
sionate vein. 

You, as Secretary of the Interior, are charged with the responsibility 
of being the biggest landlord in the United States. You deal with a 
lot of resources which belong to the people of these United States. 
There has been a lot of comment here this morning about your turning 
over this and turning over that. I would like to have your comment 
as to what would have happened to your area of this country and mine 
if you had handled the public domain, for example, in the way that it 
is suggested you handle the water resources. If we did not have the 
homestead laws, if we did not have the mining claim laws, if we did 
not have the Taylor Grazing Act, if we did not have desert entry, if 
the Federal Government did not permit private people to develop, 
to harvest, and to process the timber, what would have happened to 
the West as you and I have known it? 

Secretary McKay. Well, Mr. Congressman, the fishing would still 
be very good, the hunting would be good, because there would be no 
people there. You and I would be taking a bath on Saturday night 
as we used to in the washtub, heating the water on the back of the 
stove. And that is what would have happened. 

Mr. Bunce. I certainly am inclined to agree with you. 

You, as Secretary of the Interior, would not contend that the Federal 
Government owns the water in the rivers out there, would you? 

Secretary McKay. I absolutely do not. 

Mr. Buper. Do you know of any Secretary of the Interior in his- 
tory who has claimed that the Federal Government owns the water 
in the rivers? 

Secretary McKay. Well, I believe there have been some. I never 
heard them say so but we in the West believe the water is ours, the 
State’s, for consumptive use. 

Mr. Bupee. I assume, then, you would not attempt to impose any 
Federal projects on an area which would destroy section 8 or the 
Reclamation Act, which provides that the Federal Government should 
proceed in accordance with State law. 

Secretary McKay. Yes, sir; I agree thoroughly. 

Mr. Bupae. You would not propose to do away with section 8 
and impose any Federal system on that? 

Secretary McKay. No, sir: I will not. 

Mr. Bupesr. Through the building of an individual project or 
through a Columbia Valley Authority, or whatever the device might 
be. 

Secretary McKay. I am on record as having opposed that in this 
body in 1949. 

Mr. BupaGe. Now there seems to be some complaint that you have 
not built all of the hydro, that is, the Federal Government under 
your stewardship here has not built or proposed to build all of the 
hydro plants in the Northwest and in other areas. Do you have any 
directive from the Congress or from anyone else that says that the 
Federal Government is to develop all the hydro plants in the United 
States? 

Secretary McKay. No, sir. 

Mr. Buper. As a matter of fact, Congress has told you just the 
opposite; has it not? 

Secretary McKay. Yes, sir; I agree with that principle. The 
Federal Government cannot accept the responsibility of providing all 
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the electricity for the citizens of the United States any more than they 
could the domestic water, sewage disposal, and, perhaps, education. 

Mr. Bungee. It is correct, is it not, that the Federal Power Com- 
mission has been empowered by the Congress of the United States 
to make the decisions which these people are asking you to make 
today? 

Secretary McKay. Yes, sir. 

Mr. Bupas. I reserve the balance of my time, Mr. Chairman. 

The CuatrMan. The gentleman has 1 minute left. 

The Chair recognizes the gentleman from California, Mr. Sisk. 

Mr. Sisk. Mr. Secretary, “do you have under study at the present 
time any project where by the Federal Government will construct the 
dam, the reservoir, and the project as a whole, but rec ommends turning 
over the power from such projects to private utilities? 

Secretary McKay. No. 

Mr. Sisk. May I direct that question to Mr. Dexheimer. 

Mr. Dexuermer. We have not recommended any such thing; no 
sir. ‘That proposal has been made by others in the Federal Govern- 
ment, but the Secretary has not recommended that that be done. 

Mr. Stsx. You do have some such projects under study? 

Mr. DexHeIMeR. Yes, sir. 

Mr. Sisk. Whereby the Government would build the reservoir and 
the project, but turn over to private power the power development 
and the sale of power? 

Mr. DexHermer. Yes, sir. 

Mr. Sisk. Mr. Secretary, in view of the fact that there are such 
proposed projects, how does that fit into the partnership program 
that you propose? 

Secretary McKay. If that is the cheapest way of getting the power 
out, it would fit in absolutelv. Sale of electricity at the bus bar. Is 
that what you mean, sir? 

Mr. Sisk. Of course, there are various ways it might be developed. 

Secretary McKay. I imagine you are thinking of Trinity project. 

Mr. Sisk. That is one of the proposals. 

Secretary McKay. We made no comment. We referred it to the 
State for their comment on it. But we did bring out the engineering 
facts from our study which showed it would save a million dollars to 
the consumers. Now it is up to the State to make up their recom- 
mendation, and they have not vet notified us. 

Mr. Sisk. But actually your Department, as such, is not neces- 

sarily advocating that type of project? 

Secretary McKay. No, sir; we made no recommendation on it. 

Mr. Sisk. With reference to a statement made by our distinguished 
ranking minority member, Dr. Miller, | would like to ask this ques- 
tion: What percentage of the American people were receiving elec- 
tricity or had home ’s electrified in the 17 Western States prior to 1935, 
Mr. Secretary? Do you have any idea? 

Secretary McKay. I cannot tell you. I have not the figures at 
hand. It has improved, of course, like it has all over the United 
States. 

Mr. Sisk. Has the percentage of increase accelerated under the 
power-development program in the past 20 years, has it accelerated 
over what it was prior to that time? 
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Secretary McKay. Yes, because the power was developed at that 
time. 

Mr. Sisk. You would certainiy say that today a very much higher 
percentage of the American people have the use of electricity than had 
it prior to the acceleration of the power program as it has been accel- 
erated in the past 20 years? 

Secretary McKay. They have more bathtubs and telephones and 
automobiles and everything else, too. Naturally. That is the growth 
of America. Up in the Northwest it has been accelerated by the big 
Federal projects, but | remind vou that about 50 percent of it goes to 
aluminum plants. 

Mr. Sisk. Do you feel, Mr. Secretarv, that private interests would 
have developed that power in the Northwest had the Government 
stayed completely out of the picture? 

Secretary McKay. Yes, sir. 

Mr. Sisk. Do you feel that private power would have developed 
these huge projects? 

Secretary McKay. Just look. For example, there are only two 
spots in the United States where there is a shortage of power, and that 
is the two the Government dominates. In California there has been a 
bigger growth than there has been in Washington, Oregon, and Idaho, 
and the bulk of the power down there is private enterprise. Have 
thev been short of power? I think not. 

The CHatrMANn. We were in 1946. 

Secretary McKay. In 1946. They are not now, are they, sir? 

The CHarrMANn. Not to my knowledge. We had a brownout in 
1946. 

Mr. Sisk. The point I desired to make there, Mr. Secretary, | 
remember quite weil that in the area where I grew up, as a youngster 
we had about 10 percent of the people who had electric ‘ity until the 
REA came in, which is one of the programs apparently under attack 
by the present administration. 

Secretary McKay. No. |] 

Mr. Sisk. Since that time, today, we have 88 percent of the people 
who have electricity and about 12 percent without. 

With reference to the remarks made by Mr. Miller, of course, | 
have no desire to socialize this country any more than he does or 
anyone else, but I think we should give credit where credit is due. 

Secretary McKay. May I say 

Mr. Sisk. I yield back the balance of my time. 

The CHarrMAN. The gentleman’s time has expired. 

Secretary McKay. May I defend my administration on that? 

The CHarRMAN. Yes. 

Secretary McKay. The REA is not under attack by this adminis- 
tration any place; not at all. 

The CuHarrMan. We hope not. 

Secretary McKay. It is a plank in the national platform of the 
Republican Party, if you please. 

Mr. Stsx. I should like to observe to the Secretary, I hope that 
carried out very definitely because I have heard that. 

The CuarrMan. The gentleman’s time has expired. 

Secretary McKay. I have been attacked by some people, but it is 
untruthful, absolutely untruthful. There has been more money 
advanced by this administration for REA than was by the previous 
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administration, sir. And in my State I give the REA credit for the 
fact that we have 98% percent of our farms in Oregon electrified, and 
a lot of them are cow counties, too. 

Mr. Sisk. Thank you, Mr. Secretary 

The Cuarrman. The Chair recognizes ‘the gentleman from Colorado, 
Mr. Chenoweth. 

Mr. CuEenoweru. | want to join with my colleagues in commending 
you on a very fine statement. I want to compliment our chairman for 
his excellent judgment in bringing you before the committee today. 

I think you have been very helpful in clearing up many issues which 
have been under discussion. 

They say ‘‘the proof of the pudding is in the eating.”” You are 
here today telling us that you, as Secretary of the Interior, and the 
administration are rec ommending the construction of two large 
reclamation projects—the Colorado River storage project and the 
Fryingpan-Arkansas project? 

Secretary McKay. Yes, sir. 

Mr. Cuenoweru. We have under discussion here today Circular 
A-47. Notwithstanding A-47 or any other directive that may have 
been issued, you are here today as the Secretary recommending 
these projects? 

Secretary McKay. Yes, sir. 

Mr. Cuenowetu#. As the policy of this administration? 

Secretary McKay. Yes, sir. 

Mr. Cuenowetu. And you state you are ready to initiate con- 
struction immediately upon authorization? 

Secretary McKay. That is right. 

Mr. Cuenowetu. There has been criticism of you, and of the ad- 
ministration, because of a lack of interest in reclamation. The fact 
that you are here today recommending these projects is proof of the 
fact that you are for reclamation and intend to continue the develop- 
ment of reclamation projects in this country. 

Secretary McKay. Yes, sir. 

Mr. Cuenoweru. I will reserve the balance of my time, Mr. 
Chairman. 

The CuarrMan. The gentleman has 2 minutes remaining. 

The Chair recognizes the gentleman from Michigan, Mr. Diggs. 

Mr. Diaas. I reserve my time, Mr. Chairman. 

The CuarrmMan. The Chair recognizes the gentleman from Cali- 
fornia, Mr. Utt. 

Mr. Urr. Mr. Chairman, I have no questions. I have a comment 
or two to make. 

I have lived, of course, for 55 years under a private utility, Southern 
California Edison Co., who have served that district at rates com- 
parable to any municipal power development in southern California. 
Their rates are still low. So I do not know too much about public 
power except that I helped support it in other States. 

I am a little concerned about the advocation of the growth of the 
use of electricity since 1935, which is just about as much as to say, 
Mr. Secretary, how many homes had TV’s before 1935. Your answer 
would be “None’’? 

Secretary McKay. That is right. 

Mr. Urr. And there are about 80 percent of them that have them 
today. 
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I would also like to comment on the fact that a lot of argument 
has been made about the yardstick of rates by the low-cost public 
utilities, and I would like to suggest that we use the yardstick of 
taxes also. If it is proper that we are going to tax private utilities, 
we should also tax the public utilities and put them on the same basis. 
If we are going to use the yardstick of one, then we ought to use the 
yardstick of both. 

I want to tell you that the people of my district and southern 
California are 100 percent in back of the partnership program advo- 
cated by the administration, and I think it will work out, has worked 
out, and you do have our support in it. 

I want to compliment you on your statement that you gave today 
to the committee. 

Secretary McKay. Thank you, sir. 

Mr. Bungee. Mr. Chairman, I seek recognition for my additional 
minute. 

The CHatrMan. We have to go through the committee first. 

Mr. Urr. How much time do I have left? 

The CHatrMAN. Two minutes. I thought you reserved it. I 
was going to yield the rest of my time to Mr. Budge. 

The Cuarrman. The gentleman yields his 2 minutes to Mr. Budge. 

Mr. Bunce. Mr. Secretary, you stated a few minutes ago that in 
order to continue the development of the hydroelectric in the North- 
west would require about $200 million per year. 

Secretary McKay. Yes, sir. 

Mr. Bupex. From the practical standpoint, do you feel that you 
could obtain that amount of money from the Federal Government? 

Secretary McKay. No, sir. 

Mr. Bunee. I reserve the balance of my time, Mr. Chairman. 

The CHatrMAN. The time of the gentleman has expired. The 
Chair recognizes the gentleman from Texas. 

Mr. RutHerrorp. I reserve my time, Mr. Chairman. 

The CHatrMAN. The Chair recognizes the gentlelady from Oregon, 
Mrs. Green. 

Mrs. GREEN. Mr. Secretary, the administration is recommending 
two projects, the Fryingpan-Arkansas and the Upper Colorado 
storage projects that you have mentioned this morning. And did I 
understand you correctly a moment ago to say that Libby must be a 
Federal power site? 

Secretary McKay. That is my opinion because it has a high per- 
centage of downstream benefits and storage, about 5 million acre- feet. 

Mrs. Green. But you are taking no position on Hells Canyon? 

Secretary McKay. No. We have offered all of our facilities and 
our people to go up there and testify on the record, but we have not 
officially taken any position. 

Mrs. GREEN. You did state it would be inappropriate for you to 
take sides on Hell’s Canyon? 

Secretary McKay. That is right. 

Mrs. GREEN. May I read a statement, and ask you to comment 
on it, from an affidavit which I have? [Reading:] 

On June 1, 1953, Secretary of Interior Douglas McKay made a speech before 
the Portland Chamber of Commerce, Portland, Orez. 

I have in my possession the wire recording made of the Secretary’s remarks 
which recording includes the following statement: 
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“So I say to you that in my opinion the Idaho power should be allowed to build 
these dams under the specifications of the Federal Power Commission that will 
say who will build them, and they have a million acre-feet, and that water will 
be released along with the Government-owned dams, and it will be.” 


Secretary McKay. There is no argument about that statement; it 
was made by me. 

Mrs. Green. Then you did take a position? 

Secretary McKay. Inadvertently I would say. Have you ever 
made any statements you wished you had not? [Laughter.] 

Mrs. Green. For the record, you have taken a position on Hell’s 
Canyon site? 

Secretary McKay. No, I have not officially, Mrs. Green. This 
reference to my Portland speech is purely politics. 1 said that in a 
moment of speaking extemporaneously, and some of the politicians up 
there waved their arms and hollered, and all they had to do was to 
call me end I would have verified it. They were just purely trying 
to embarrass me, and I was not embarrassed, because I made the 
statement, and I have never denied it. 

Mrs. Green. I would like to go to the question of ‘local’’—that 
word bothers me— in the partnership program. 

May I refer to a couple of places in your prepared statement. On 
page 9 you say, “Generally, the power policy recognizes that the pri- 
mary responsibility for supplying the power needs of an area rests with 
the people locally.” 

On page 12, you say, “this Department has encouraged State and 
local public bodies and private organizations. 

At the bottom of the page you say, ““What we do want is local initia- 
tive suited to its particular locality and conditions.’ 

In some of the statements you made in answer to questioning about 
your opinion of what is local, you said you really did not care whether 
it was Idaho or whether it was Maine. Is that right? ? In other words, 
as long as it was American? 

Secretary McKay. If it satisfies the people of Idaho, it is none of 
my business. As a Federal employee, I feel the people in Idaho 
should decide who shall deliver their power. If they are satisfied with 
Idaho Power, if it is not a local corporation, that is none of my busi- 
ness. 

Mrs. Green. Then it is really not local you are talking about. 

Mr. Hosmer. A point of order, Mr. Chairman, The House is in 
session. 

Secretary McKay. I certainly call it local. 

The CuarrMaAn. The gentleman makes the point of order that the 
House is in session. The House is in session. 

Thank you, Mr. Secretary, for your appearance. We appreciate 
your coming here and your assistance in being here with us. 

The committee will stand adjourned until the next regular meeting 
of the committee or the call of the Chair. 

(Whereupon, at 12:01 p. m., the committee recessed to reconvene at 
the call of the Chair.) 








